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PREFACE 


This is the third World Economic Survey dealing with a world at 
war. The first, covering the period 1939/41, was concerned mainly 
with the problems of transition from peace to war economy, and 
these problems still occupied an important place in the 1941/42 edi- 
tion. The present edition, by contrast, reviews a period of full-fledged 
war economy, a period in which the mobilization of resources for 
war purposes reached its peak in the principal belligerent states, and 
throughout the world the stresses and strains imposed by war con- 
ditions and war requirements reached their maximum tension. The 
period covered in this volume extends from the autumn of 1942 to 
the end of 1944, though in a few cases the story is carried forward 
to include events of the early weeks of 1945. 

A general picture of conditions in selected countries or groups of 
countries is given in Chapter I. The following chapters contain more 
detailed information on production, consumption, finance, prices, 
trade and transport, each subject being treated separately. 

It is hoped that the present edition of this Survey may derive a 
special interest from the fact that it deals with the world economic 
situation on the eve of the United Nations’ victory-.-a situation 
which will inevitably form the point of departure for much pf the 
work of post-war reconstruction. 

A. LOVEDAY, 

Director of the Economic, 

Financial and Transit Department. 

League of Nations, 

April 1945. 



CHAPTER I 


GENERAL OUTLINE 
Introduction 

The growth and intensification of war economy, described in the 
two preceding issues of this Survey, reached a peak in 1943. There 
was comparatively little further change in the economic war effort 
of the principal belligerents during 1944. In the United States and 
the United Kingdom, according to the available indications, war 
production seems to have attained a maximum during the latter part 
of 1943, while in Germany it had at that time already passed its peak. 
Germany’s economic strength was being steadily undermined during 
the years 1943-44 by losses in the field of battle as well as by aerial 
bombardment. At the same time the economic war effort of the United 
Nations was, on the whole, maintained at or near the maximum 
degree of intensity until the complete defeat of Germany was ac- 
complished in the spring of 1945. 

From the high-water mark reached in the second half of 1942, 
the tide of Axis invasion ebbed fast. The area subject to Germany’s 
control in Europe and North Africa, after expanding rapidly in the 
three years from September 1939, shrank just as rapidly in the two 
following years. In the Pacific, the area under Japanese control also 
began to contract. The maritime supply lines of the United Nations 
were firmly secured by the defeat of the U-boat in the Battle of the 
Atlantic and by the opening-up of the Mediterranean. 

These were among the many momentous changes that affected the 
course of economic as well as military affairs during 1943-44. The 
period was by no means uneventful. Nevertheless, the general im- 
pression left by the facts assembled in this volume is that during 
these two years — and more especially after the middle of 1943 — the 
course of economic developments in the world at war exhibited a 
phase of relative stability. 

Most countries had by that time made great progress towards ad- 
justing themselves to the conditions and requirements arising from 
the war. The mobilization of economic resources for war purposes 
to an extent compatible with the accepted level of consumption was 
practically completed in 1943, not only in the United States and the 
United Kingdom, but also in such countries as Canada and Australia. 
In both the United States and the United Kingdom the volume of 
consumption remained almost stable from 1942 to 1944. While in 
the United Kingdom the volume was about 20% below the pre-war 
level, in the United States it was higher than ever before. The curve 
of industrial production in Canada as well as in the United States, 



— 12 


after rising steeply in 1941-42, flattened out in 1943 as the limits of 
available manpower were reached. 

In German-occupied Europe, thanks largely to a good harvest, food 
consumption stopped declining in 1943 and in some regions even im- 
proved. Economic conditions in the neutral European states were 
remarkably stable; industrial activity in Sweden and Eire, for ex- 
ample, remained almost constant at levels that were 12-15% and 
20-25% respectively below those of 1939. 

The greater stability in 1943-44 showed itself, furthermore, in a 
slackening of the rate at which prices were rising. In many countries, 
including notably the United States, the United Kingdom, Canada, 
Australia and New Zealand, indices of both wholesale prices and the 
cost of living rose, if at all, much less than in the earlier war years. 
Governmental efforts to curb the inflation of prices seemed in many 
cases to have met with a measure of success. These efforts, however, 
did not only take the form of taxation ; they consisted in large part of 
rationing, price control and other measures which, while no doubt 
checking the expansion of purchasing power, did not remove the in- 
flationary surplus that existed, but rather stored it up for the future. 

It is true that in certain areas, such as Italy and southeastern 
Europe, inflationary forces driving up the level of prices remained 
very active or became even more intense. In the Middle East and 
India, however, where a serious inflation of prices had got under way, 
the movement was checked, if not arrested, in the latter half of 1943. 
In China there was ‘‘stability’* only in the sense that the increase of 
prices was not further accelerated but continued at a steady rate of 
about 10-12% per month. In the Latin- American republics, with a 
few exceptions, there was a slowing-down in the upward movement 
of price indices during 1943-44. 

If thus the world economic situation may be said to have reached 
a certain degree of stability in 1943-44, that situation itself was none 
the less of a quite extraordinary character. Never before had there 
been such feverish activity throughout the world ; never before had 
there been so great an output of goods and services. Over 50 million 
men were under arms; and yet world production was considerably 
greater than in peace-time. The expansion of aggregate output was 
made possible by the elimination of unemployment, by the lengthen- 
ing of hours, the employment of women and others who had not been 
previously employed, and by the shifting of workers from jobs 
where their productivity was low to jobs where their productivity 
was relatively high. The last-named factor showed itself not only in 
labour transfers in highly industrialized countries, but also in a 
shift of manpower from farms to factories in primary-producing 
states bent on developing their own. industries under the stress of 
war-time scarcities. 
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It has been estimated that in 1943 roughly one-third or more of 
total world production was for war purposes/ At least one-half of 
the resources required for the world’s war production seems to have 
come from the expansion of aggregate output, the rest being pro- 
vided by reductions in consumption and in private capital outlay. 
Needless to say, the proportions in which these sources contributed to 
the economic war effort varied greatly from country to country. By 
far the greater part of the enormous war output of the United 
States came from increased total production; some of it came also 
from reduced private investment; but the volume of consumption 
does not appear to have been reduced. Canada and South Africa 
seem to have provided practically the whole of their war production 
through an increase in aggregate output.* In most of the belligerent 
countries, however, including the United Kingdom, Germany, the 
Soviet Union, Japan and Australia, a large part of the war effort 
had to be met by a reduction in private consumption. Furthermore, 
civilian capital outlay in some of these countries — notably in the 
United Kingdom and Germany — ^was cut down to such an extent that 
not only the expansion, but also the replacement and maintenance, 
of private capital equipment had to be neglected. 

In addition to such “disinvestment,” large-scale destruction oc- 
curred through military operations, principally in Europe. The de- 
struction wrought by retreating German armies, particularly in 
Russia and Italy, was enormous. From the spring of 1943 onwards 
Germany herself was subjected to heavy and almost continuous 
bombardment from the air. The German war economy became more 
and more what German writers called an “air-raid economy” (Luft~ 
kriegsTvirtschaft). Apart from air-raid victims, whose number is not 
known, there were some 30 million homeless people in Germany and 
the rest of Continental Europe — ^people who had been uprooted 
as a result of warfare, deportations and recruitment of foreign 
labour.* 

Economic conditions in Continental Europe were increasingly 
affected by inland transport difficulties caused by military destruction 
and other factors. In the Far East, a severe and growing shortage of 
shipping was the main obstable that prevented Japan from fully ex- 
ploiting the vast area she had conquered in the southwest Pacific and 
southeast Asia. By contrast, the shipping situation of the United 
Nations showed a marked improvement during and after 1943, 

1 See “Economic War Efforts : VI — The World at War,” in The Bulletin of 
International News (The Royal Institute of International Affairs, London), May 
13th, 1944, pages 387-391- 

* See “Economic War Efforts : VI — The World at War,” in The Bulletin of In- 
ternational News, op. cit., page 389. 

* See Eugene M. Kulischer: The Displacement of Population in Europe (Inter- 
national Labour Office, 1943). 
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thanks to the defeat of the German submarine campaign and the 
prodigious expansion of shipbuilding in the United States. Though 
there was some recrudescence of German submarine activity in the 
latter part of 1944, the increased scarcity of shipping which de- 
veloped at that time was due mainly to the simultaneous expansion ^ 
of military operations in both Europe and the Pacific. 

The improvement in shipping was of central importance for the 
supply and distribution of goods and services in the United Nations 
war economy. The massive flow of lend-lease material from the 
United States came to be offset in part by goods supplied and services 
rendered as ‘'mutual aid^’ to United States armed forces overseas. 
The extent of this aid remained modest in comparison with lend-lease, 
but it increased steadily as the U.S. forces overseas increased. 

Moreover, as shipping conditions grew less strained, it became 
easier for the centres of war industry in the United States and Great 
Britain to draw upon the agricultural and mining reserves of outlying 
regions. Many countries in the sterling area and in Latin America 
acquired large amounts of sterling, gold or dollar balances in ex- 
change for the export surpluses they contributed to the United 
Nations war effort. In this way the accumulation of deferred pur- 
chasing power or “pent-up demand’’ became a feature of international 
monetary relations as well as of domestic war finance. In some part, 
however, the increased monetary receipts of primary-producing coun- 
tries were currently applied to the redemption of long-term external 
debt. The progressive liquidation of the international debtor status 
of some of these countries was accompanied by continued, and in 
some cases accelerated, industrial development at home. 

Debt liquidation occurred not only in the international, but also 
in the domestic accounts of agricultural communities. Frequently 
part of the money income which accrued to farmers and peasants 
could not be spent because of the lack of manufactured goods, and 
was in consequence used to some extent for debt repayment. In 
France, Hungary and elsewhere on the European Continent there was 
a marked improvement in the financial condition of farmers as com- 
pared with other classes of the population. The weight of agricultural 
indebtedness was substantially alleviated in countries as wide apart 
as Canada, Denmark and India. In India especially, the inflationary 
price rise in 1942-43 was not without some beneficial effect, consider- 
ing the heavy debt burden which had weighed on the Indian peasantry 
previously. 

The Situation in Particular Countries 

The main body of this Survey is devoted to a discussion of special 
subjects representing various categories of economic phenomena in 
the world as a whole, rather than to a description of developments in 
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different geographical areas. Accordingly, the chapters which follow 
deal successively with production, consumption, finance, prices, trade 
and transport. 

Before turning to these specialized chapters, it seems desirable to 
glance at the general situation in certain countries or groups of 
countries. In the following pages, therefore, we shall briefly review 
the economic scene and take note of the salient features in it as we 
turn from one part of the globe to another. 

United States 

Economic developments in the United States during 1943 and 1944 
exhibited in a marked degree the tendency towards stabilization men- 
tioned earlier. The expansion of employment and production, which 
had been extraordinarily rapid in 1941 and 1942, slowed down in 
1943, while in 1944 the main indices of economic activity showed, on 
the whole, relatively little change either upward or downward. The 
aggregate volume of war production, after reaching a peak in the last 
quarter of 1943, remained practically stable in 1944 (see Chapter II, 
page 87), although considerable shifts occurred as between different 
types of output in response to changing military demands. 

The remarkable fact, however, is not so much this tendency to- 
wards stability as the exceptionally high level at which it manifested 
itself. Between 1939 and 1944 the total volume of production in the 
United States nearly doubled. It was this expansion in total output 
that enabled the United States to produce an enormous flow of goods 
for war purposes without any appreciable sacrifice in the average 
civilian standard of living. In other words, the United States in 1944 
had, in effect, two economies — one for war, and the other for the 
civilian community — and each of them was practically equal in size 
to the entire pre-war economy. 

This situation is best illustrated by the following figures represent- 
ing the current money value of (or, what is the same thing, expendi- 
ture on) goods and services produced in the United States in the 
years 1939 and 1941-44. 

The current value figures reflect partly, of course, the rise in prices 
since 1939; but in the last two lines of the table the figures have been 
adjusted for the price rise so as to show the movement in “real” 
terms. Such adjustments cannot claim any great precision, and are 
necessarily subject to reservations. It is difficult, in particular, to 
make allowance for changes in quality. In view of war-time deteriora- 
tion in the quality of consumers' goods, it may well be that even the 
adjusted figures overstate the real volume of consumption after 

1941." 

^It may, however, be noted that, according to a report quoted in Chapter .V 
(page 237), allowance for “hidden” price increases due to quality deterioration 
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United States: Gross National Product (or Expenditure) 


$(ooo, 000,000’s) 


At current prices: 

1939 

1941 

1942 

1943 

1944 * 

Gross national product (or expenditure) 

88.6 

120.S 

151-5 

187.8 

198.7 

Government expenditure on goods and 

services 

16.0 

26.5 

62.0 

94.8 

99.4 

War expenditure 

1.4 

13.3 

49.S 

82.5 

86.3 

Other Government expenditure** 

14.6 

13-2 

12.5 

12.3 

I3.I 

Output available for private use 

72.6 

93.9 

89.5 

93.0 

99.4 

Private gross capital formation 

10.9 

19.4 

7.7 

2.1 

1.8 

Construction 

3.6 

5.2 

2.8 

1.5 

1.6 

Equipment and other 

Consumers’ goods and services 

7.4 

14.2 

4.9 

0.6 

0.2 

61.7 

74.6 

81.9 

90.9 

97.6 

Durable goods 

6.4 

9.1 

6.3 

6.6 

6.7 

Non-durable goods and services 

55.3 

65.5 

75.6 

84.3 

90.9 

At igsQ prices: 

Gross national product 

88.6 

112.3 

132.6 

155.3 

.... 

Consumers’ goods and services 

61.7 

69.7 

68.8 

70.8 

73-6 


Source: Survey of Current Business (U.S. Department of Commerce). 
* Preliminary estimates. 

*> Including state and local governments. 


The increase in the volume of consumption from 1939 to 1943, 
which is indicated by the last line of the table, was accompanied by 
a sharp reduction in private investment (“gross capital formation”). 
Practically the whole of the increase in gross national product from 
1939 to 1943 was therefore available for war purposes. According to 
preliminary estimates, this is roughly true also of 1944 compared 
with 1939. In 1944 the gross national product in “real” terms (that 
is, at constant prices) seems to have been more than 80% larger than 
in 1939. It was this expansion which made possible a volume of war 
production comparable in magnitude to the country’s total production 
in 1939. 

Owing to the nature of war requirements, this expansion of aggre- 
gate output was, of course, chiefly concentrated in industrial produc- 
tion. The volume of industrial production more than doubled between 
1939 and 1944. As will be shown in Chapter II, war production ab- 
sorbed more than this increase ; there was, in consequence, a decline 
in industrial production for civilian needs. 

An increase of this magnitude in total industrial output naturally 
required a considerable expansion of industrial capacity in terms of 
plant and equipment. The utilization of the previously existing plant 
and equipment was greatly intensified ; but the war created demands 
for many t)q)es of industrial capacity which had previously not existed 
at all or existed in quite inadequate volume. The war-time expansion 
of the industrial structure was, however, by no means confined to 

and other similar factors would raise the official U.S. cost of living index by 3 to 4 
points — that is, by only 2 to 3%. 
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munitions industries in the strict sense. A number of basic capital- 
goods industries shared in it. Steel production capacity, for example, 
was substantially increased. 

The creation of new or increased industrial capacity reached its 
peak in 1942. In that year the Federal Government spent about $3,500 
million on the building of new industrial plant — an outlay as great 
as the total private and government, expenditure for this purpose 
during the five years preceding the entry of the United States into 
the war.^ Machine tool production, furnishing the necessary equip- 
ment for the war factories, was also at its peak in 1942. In I 943 > 
dustrial building, machine production and other “investment” ac- 
tivities declined from the exceptionally high level of 1942, though 
they still remained considerable. 

The United States war production programme as a whole encoun- 
tered, in succession, three principal bottlenecks. In 1941-42, war 
production was held back by the shortage of industrial plant and 
equipment; in 1942-43, the limiting factor was the supply of ma- 
terials, such as metals; in 1943-44, manpower became the most 
serious bottleneck. 

The expansion of industrial capacity which removed the first bot- 
tleneck was described above. The situation in regard to industrial raw 
materials changed rapidly from acute stringency in 1942 to compara- 
tive ease or even abundance in the latter part of 1943. In 1944 most 
materials offered little or no difficulty; among those that did cause 
concern, coal and lumber were the most important. 

The problem of manpower, however, was the most fundamental 
one, and it became increasingly acute in 1943-44 as the remaining 
unemployed were absorbed, as the expansion of the labour force by 
the recruitment of women and others not previously engaged in- 
evitably slowed down, and as the personnel of the armed forces was 
increased to a total of more than 1 1 million men. A lengthening of 
working hours solved only a small part of the problem. More impor- 
tant, probably, was the general improvement in the utilization of the 
available manpower. The growing pressure of labour shortages led 
to labour-saving devices, stricter controls, improved administrative 
methods and greater efficiency. It has been officially reported that, 
up to September 1944, training schemes conducted under the auspices 
of the Federal Government had equipped about 13,760,000 workers 
with special skills required in the war production programme. Among 
the controls designed to eliminate wasteful uses of manpower was an 
order issued in August 1944 placing “ceilings” on employment in 
war plants as well as in less essential industries in order to prevent 
the “hoarding” of labour. 

^Survey of Current Business (U.S. Department of Commerce), January 1044, 
page 4. 
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Employment in the war industries declined after November I 943 » 
and it proved possible to increase the output of certain essential 
civilian goods, such as farm machinery and railway equipment. In 
the summer of 1944 the prospect of an early end of hostilities in 
Europe gave rise to much discussion of ''reconversion” plans. There 
was a drop in the labour force as many women and other persons gave 
up their war work; and there was a tendency for workers to leave 
the war plants in search of employment in peace-time industries. The 
War Production Board issued an order in August 1944 empowering 
local production and employment authorities to permit the manufac- 
ture of certain types of civilian articles provided that the necessary 
labour was available locally for the resumption of such manufacture 
without any encroachment on war production. 

It proved, however, impracticable to issue more than a relatively 
insignificant number of permits under this order. Later in 1944, 
military demands were once more sharply increased, and the operation 
of the order just mentioned was suspended. At the same time, man- 
power controls were tightened up again ; the drive for war production 
was pressed forward -vigorously until the spring of 1945, when the 
final defeat of Germany was accomplished. 

The preceding comments have been confined, in the main, to the 
industrial sector of "gross national product”; but the agricultural 
economy of the United States has also shown noteworthy changes. 
In 1944, the total volume of agricultural production in the United 
States attained a record level almost one-third above the pre-war 
average (1935-39). The wheat and corn crops, in particular, were 
larger than ever before; meat and dairy production was well above 
the pre-war level. Moreover, this remarkable expansion in agricultural 
output was achieved with a labour force about 10% smaller than in 
1935-39. "The shortage of farm workers has been overcome by a 
longer and more strenuous working period, while favourable weather 
and advances in production methods helped to raise output.”^ 

In view of the rising share of war expenditure in the total national 
expenditure,^ it was natural that a growing proportion of the United 
States output, agricultural as well as industrial, should be shipped 
abroad. The published statistics of United States exports do not in- 
clude shipments to U.S. armed forces overseas, but they do in- 
clude lend-lease exports, which are discussed in some detail in Chapter 
VI. Total exports, according to the published figures, represented 
about 7.3% of the gross national product of the United States in 
1944, compared with 3.5% in 1939. Imports, on the other hand, 

1 Monthly Bulletin^ Federal Reserve Bank of New York, November 1944. 

2 On the basis of the figures in the above table, the percentage of war expenditure 
in gross national product in the four years 1941-44 was as follows: 11%, 32%, 
44%, 43%. 
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represented only 2.0% of the gross national product in I 944 > com- 
pared with 2.6% in 1939. 

Consumers’ expenditure in the United States, though it increased 
in “real” as well as in monetary terms, remained low in relation to 
consumers’ incomes. In consequence, the flow of individual savings 
showed a very considerable increase, as may be seen from the last 
two lines of the following table ; 

United States: Income and Savings of Individuals 


$ (000,000,000’s) 



1939 

1941 

1942 

1943 

1944a 

Income payments to individuals 

70.8 

92.7 

117.3 

143.1 

156.8 

Less : Personal taxes and non-tax payments'^ 

3.1 

4.0 

6.7 

18.S 

19-3 

Disposable income of individuals 

67.7 

88.7 

1 10.6 

124.6 

137.S 

Less; Consumers* expenditures 

61.7 

74.6 

81.9 

90.9 

97-6 

Net savings of individuals 

6.0 

14.2 

28.8 

33.7 

39.9 

Net savings as % of disposable income 

9 

16 

26 

^7 



Source: Survey of Current Business (U.S. Department of Commerce). 
* Preliminary. 

•> Federal, state and local. 


Up to the end of 1942, the ratio of savings to income increased 
rapidly. This was due partly to a natural lag of disbursements behind 
the mounting income flow, and partly to the closing of certain outlets 
of expenditure owing to restrictions on the manufacture of durable 
consumers’ goods. Although income continued to increase after 1942, 
the savings ratio remained almost constant. A considerable part of 
the increase in income payments after 1942 was absorbed through 
higher tax rates. The “pay-as-you-go” system of tax collection 
adopted in 1943 also helped to check the rise in disposable income. 
The savings ratio showed only a slight further increase ; but the level 
it had reached was remarkably high in comparison with earlier years. 
The high rate of savings has been attributed in part to “an awareness 
of future uncertainties and the temporary nature of some war 
income.”^ Among workers in the war industries, in particular, fear 
of post-war unemployment doubtless tended to keep up the proportion 
of income saved. 

The high rate of saving was an important condition for the main- 
tenance of relatively stable prices. Among the principal milestones 
in the development of price and wage controls in the United States 
were the “Little Steel” formula set up by the War Labor Board in 
July 1942, the Stabilization Act of October 1942, the President’s 
“hold-the-line” order of April 1943 and the introduction, in May 

^Survey of Current Business (U.S. Department of Commerce), August 1944, 
page 9. 



— 20 


I943> government subsidies to keep down the cost of living. 
Further particulars will be found in Chapter V. Here it may suffice 
to note that the indices of both wholesale prices and the cost of living 
remained practically constant from the spring of 1943 to the end 
of 1944. The pressure of surplus purchasing power was very noticea- 
ble in particular markets ; but, on the whole, it was held in check with 
a large measure of success in the period reviewed. 

Canada 

The course of events in Canada was not very different from that 
in the United States. Economic mobilization reached a peak in 1943 
and showed little change in 1944. Between 1939 and 1944 Canada's 
national income at current prices more than doubled. Allowing for 
the rise in prices, the increase in the real national income, representing 
the country's physical output, has been roughly estimated at about 
80%. As in the United States, civilian consumption increased dur- 
ing the war years up to 1944, while private investment was reduced. 

In terms of manpower, the changes in the Canadian economy have 
been lucidly summarized as follows. “In 1939 about 4,ooo,cxx) 
Canadians were gainfully occupied and at least 300,000 who were 
available for work were not employed. By the end of 1943 the gain- 
fully occupied population had risen to approximately 5,100,000, but 
about 1,900,000 of them were engaged in the armed forces, in 
supplying the weapons of war, or in producing the food required for 
special wartime exports. The number available to meet civilian needs 
had therefore fallen to about 3,200,000, but at the same time the 
average standard of living had risen materially and was probably 
higher than it had ever been. This increased output of consumption 
goods by a smaller working force can be accounted for in part by 
longer hours of work, favourable crop conditions and the abnormally 
small number now employed in private capital development and main- 
tenance work. Another important factor, however, has been the im- 
provement in production techniques worked out under the stress of 
war."^ 

The increase in total employment, excluding the armed forces, was 
relatively small. Apart from longer working hours, it was the advance 
in productive efficiency that contributed largely to the increase in 
national output. The spread of labour-management committees, as 
in the United States, may be mentioned in this connection ; but more 
important was the transfer of workers from relatively unproductive 
occupations to jobs better supplied with capital equipment and, in 
particular, to the highly mechanized war industries built up mainly 
in the years 1940-42. 

In 1943 the manpower shortage became serious, and the labour 

^Bank of Canada, Annual Report, February loth, 1944, pages 11-12. 
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controls administered by the National Selective Service were tight- 
ened up. A series of employment transfer orders were issued, listing 
certain industries and occupations in which workers were required 
to report with a view to compulsory transfer to more essential work. 
It was stated in 1944 that only one-fourth of Canada’s output of war 
goods was going to Canadian armed forces.^ Of the remaining three- 
fourths, destined for the other United Nations, a large part was de- 
livered in the form of mutual aid. 

Canada, it will be recalled, was one of the first among the United 
Nations to adopt a general control of wages as well as prices, impos- 
ing these controls at the end of 1941. Yet average wage rates in- 
creased by 7.6% from 1942 to 1943^ compared with a rise of only 
1.2% in the (subsidized) cost of living; though part of the rise in 
wage rates was matched, no doubt, by a rise in productivity. The 
value of retail sales increased slowly but steadily throughout 1943 and 
1944, reflecting a continued rise in the volume of consumption, since 
the retail price index was kept practically constant. 

United Kingdom 

The people of the United Kingdom have been in the front line of 
the war ; they have endured through bombing, blackout and blockade 
far greater hardships than their allies across the Atlantic; and they 
have been mobilized for war or war production to an extent involv- 
ing a heavy cut in their standard of living. 

The following table may serve as the basis for a brief review of 
the British war economy 


United Kingdom (Table i) : National Expenditure 
at Current Market Prices 


£( 000,000’s) 

1. War expenditure^ 

2. Other Government expenditure®^ 

3. Consumers’ expenditure® 

4. Capital expenditure at home^ 

5. Disinvestment abroad® 

6. Gross national product 

(or expenditure) 


^Excluding non-war capital expenditure, included in item 4. 

® This is equal to the sum of items i\ 2 and 3 shown in Table 3 below, 
d Gross expenditure on maintenance, replacement and increase of capital. Including 
non-war capital expenditure of central and local Government authorities. 

®Net expenditure financed by sale of foreign assets and increase in overseas 
liabilities. 


1938 

1941 

1942 

1943 

1944 

358 

3,700 

4,062 

4,647 

4.678 

4 S 6 

517 

535 

538 

543 

4,153 

4,633 

4,909 

4,987 

5, 216 

78s 

394 

397 

352 

287 

—70 

—795 

—666 

—684 

655 

5,682 

8,449 

9.237 

9,840 

10,069 

ities; excluding 

transfer 

payments. 



1 Monthly Review of Business Statistics (Dominion Bureau of Statistics), Sep- 
tember 1944, page 5. 

2 Bank of Canada, Statistical Summary, October-November 1944 

« Source : An Analysis of the Sources of War Finance and Estimates of the iSTa- 
tional Income and Expenditure in the Years 1^38 to 1944* Cmd. 6623. 
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These figures are expressed in current money values and thus are 
affected by the rise in prices which has taken place since the beginning 
of the war. Official estimates designed to eliminate the effect of 
price increases and to show the change in the real volume of consump- 
tion are available only for consumption expenditure. In view of the 
important contribution which reduced consumption has made to 
Britain’s economic war effort, these estimates are worth considering. 
They are designed to show the volume of expenditure not at current 
prices, as in line 3 of the above table, but at constant (1938) prices, 
and are thus indicative of the changes in the “physical” volume of 
consumption. They are given below in the form of indices on the 
basis of 1938 =100. 

United Kingdom (Table 2): Indices of Consumption 
Expenditure at Constant ( 1938 ) Priced 
1938 1939 1940 1941 1942 1943 1944 

100 100 88 81 80 78 80 

“Source: Cmd. 6623 ( op . cit ). 

By far the greater part of the wartime cut in consumption occurred 
between 1939 and 1941. From 1941 to 1943 the volume of consump- 
tion showed only a slight further decline and remained at approxi- 
mately four-fifths of the pre-war level. The reduction in consumption, 
which occurred in spite of a sharp rise in total money income, came 
about partly through a rise in the prices of consumers’ goods and 
services, but chiefly through taxation and saving (which served to 
finance the great bulk of Government expenditure). The manner in 
which total private income was absorbed by consumption in “real” 
terms, by the rise in prices, by taxation and by saving respectively, 
may be illustrated by Table 3. 

Between 1938 and 1944, the proportion of taxation to income rose 
from 21% to 35%, while the proportion of saving rose from 7% 
to 19%. The increased rate of saving was, of course, largely a result 
of the direct limitation of available supplies of consumers’ goods 
through rationing and production controls. 

In view of the importance of having a rough measure of the real 
resources represented by money aggregates. The Economist has at- 
tempted to make adjustments for price changes affecting certain 
classes of national expenditure, similar to the official adjustment made 
in the estimates of consumption expenditure. The amounts shown 
in Table i above have been “deflated” in order to eliminate the effect 
of price increases since 1938. The resulting estimates of expenditure 
at constant ( 1938) prices reflect the “real” changes in the national 
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United Kingdom (Table 3): Disposal of Private Income 



£(ooo,ooo’s) 

1938 

1941 

1942 

1943 

1944 

I. 

Consumers’ expenditure at constant 
(1938) prices^ 

Consumers’ expenditure due to in- 
crease in prices 

3.607 

2,920 

2,894 

2,798 

2,898 

2. 



893 

1,059 

1,174 

1,285 

3. 

Indirect taxes on consumers’ goods 
and services^ 

546 

820 

956 

1,015 

1,033 

4 - 

Other tax payments® 

545 

1,231 

1.522 

1.912 

2,104 

5. 

Saving^ 

365 

1,491 

1.619 

1,76s 

1,698 

6. 

Total private income (or outlay)® 

5.063 

7,355 

8,050 

8,664 

9,018 


® Adjusted for indirect taxes and subsidies. 

^ Central and local government indirect taxes, rates, etc., less subsidies, on con- 
sumers’ goods and services. 

^ Income tax, war damage contributions, excess profits tax, stamp and death duties, 
etc. (Central and local government). 

^ Including sums set aside to meet accrued tax liabilities in excess of current tax 
payments. The greater part of item 5 is calculated as a residual and therefore depends 
on the accuracy of other estimates. 

® This item includes transfer payments from the government to the private sector 
(amounting to £731 million in 1944). These transfer payments must be excluded, 
and government income from public property (£47 million in 1944) included, to 
obtain the “net national income at factor cost.” Further, total indirect taxes less 
subsidies (£1,260 million in 1944) must be added to obtain the “net national income 
at market value.” Finally, depreciation allowances (£475 million in 1944) must be 
added to obtain the “gross national product (or expenditure)” shown in Table i. 

economy. These unofficial estimates are necessarily rough and tenta- 
tive, but '‘they are believed to be of the right order of magnitude.^^^ 

. One interesting indication given by Table 4 relates to the increase 
in the gross national product in real terms. Between 1938 and 1944, 
this increase would seem to have amounted to 21 %, though it is clear, 


United Kingdom (Table 4): National Expenditure 
at Constant (1938) Priced 



£( 000,000’s) 

1938 

1941 

1942 

1943 

1944 

I. 

War expenditure 

358 

(2,960) 

(3,130) 

(3,440) 

(3,400) 

2. 

Other Government expenditure 

456 

(413) 

(410) 

(398) 

(396) 

3. 

Consumers’ expenditure 

4,153 

3,364 

3,322 

3,239 

3,322 

4. 

Capital expenditure at home 

785 

(300) 

(289) 

(250) 

(198) 

5. 

Disinvestment abroad 

—70 

(-608) 

(—483) 

(-486) 

(— 454 ) 

6. 

Gro^s national product 
(or expenditure) 

5,682 

(6,429) 

(6,668) 

(6.841) 

(6,862) 


® See The Economist ^ May Sth, 1945. The Economist's unofficial estimates for 
items I, 2, 4 and 5, as well as the totals based on these estimates (item 6), are shown 
in brackets. Item 3 has been obtained by applying the official indices shown in Table 
2, above, to the 1938 consumption expenditure. 

1 See The Economist (London), May 5th, 1945, ^ages 592-593. For the four years 
1941-44, the price indices used by The Economist in “deflating” items i and 2 are : 
125, 130, 135, 137/^) while those used in “deflating” items 4 and 5 are: 131, 137^, 
141, 145 (1938 = 100). The indices for items i and 2 are admittedly arbitrary and 
subject to a wide margin of error. 
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from what has been said above about these estimates, that this per- 
centage cannot be taken to indicate more than the approximate order 
of magnitude. 

Subject to the same reservation, we may use the figures in Table 4 
to illustrate the real sources from which the cost of the war has been 


derived.^ The excess of war expenditure in 1944 over that in 1938, 
amounting to £3,042 million at 1938 prices, can be regarded as the 
cost of the war in 1944. This cost was met by : 

£( 000,000’s) 
at 1938 prices 

Increased output (increase in item 6) 1,180 39% 

Reduced consumption (decrease in item 3) 831 27% 

Reduced non-war Government expenditure 

(decrease in item 2) 60 2% 

Reduced domestic capital expenditure (decrease in item 4) 587 19% 

Increased drafts on overseas capital 

(increase in negative item 5) 384 I3% 

Total (increase in item i) 3*042 100% 


All these calculations are tentative and approximate; nevertheless 
they illustrate well the main features of war economy in the United 
Kingdom compared, for example, with the United States and Canada. 
While in the United States and Canada practically the whole war 
expenditure was met out of increased production, the United King- 
dom had to make severe cuts in civilian consumption and to draw 
heavily on capital assets at home and abroad. 

The smaller increase in total current output in the United Kingdom 
compared with North America is easily accounted for by the special 
disabilities imposed on Britain through bombing, the blackout and 
the blockade, by the more intensive mobilization for military service, 
and by the fact that Britain started with a smaller margin of unem- 
ployed resources. The blockade which the enemy sought to impose 
by submarine warfare failed, but it did create an acute shipping 
problem, making it necessary to divert labour into relatively inefficient 
lines of production in order to replace essential imports. The effect 
of this on general economic efficiency offset to some extent the effects 
of large-scale industrial organization, labour training, increased 
mechanization and other wartime improvements in methods of pro- 
duction. Domestic production of low-grade iron ore, for instance, had 
to be greatly expanded in order to replace high-grade ore formerly 
imported.^ Indeed, the total volume of industrial raw-material imports 
in 1943 was 60% lower than in 1938, while Britain’s industrial pro- 
duction as a whole was about 40% above the level of 1938.® To save 

^ C/. The Economist, May 5th, 1945, page 593. 

^Statistics relating to the (Far Effort of the United Kingdom^ November 1944, 
Cmd. 6564, pages 15 and 22. 

® Statement of the Minister of Production, quoted in Economic Journal, June- 
Sept. 1944, page 169. 
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shipping space, the output of British agriculture was increased by at 
least yojo in terms both of calories and of protein/ On the other 
hand, the “service” industries catering to private consumers declined. 
Moreover, there was one essential form of production — namely, coal 
mining — in which output declined despite strenuous efforts to main- 
tain it. 

The number of industrial workers employed on military supply 
orders reached a peak in November 1943. The reduction which oc- 
curred thereafter was due to a further expansion of the armed forces 
in preparation for the 1944 campaigns.* It has been estimated that, 
“of the total supply of munitions produced by or made available to 
the British Commonwealth and Empire since the beginning of the 
war, about seven-tenths has been produced in the United Kingdom 
while about one-tenth has come from other Empire countries — mak- 
ing about four-fifths from British Commonwealth and Empire 
sources. The remaining one-fifth of the Empire supplies has come 
from the United States. Of this total American contribution nearly 
four-fifths has taken the form of lend-lease and the remainder the 
form of British cash purchases.”® Chapter VI below summarizes the 
available information concerning the lend-lease deliveries, which in- 
cluded, of course, food and raw materials in addition to munitions. 

The gathering of Allied armies in the British Isles prior to the 
invasion of western Europe was accompanied by a considerable in- 
crease in the volume of mutual aid granted by the United Kingdom, 
particularly to the United States. “The impact of vast forces prepar- 
ing for the liberation of Europe requiring transport facilities, accom- 
modation, day-to-day amenities and supplies in these densely popu- 
lated islands, added no little to the real cost of war which the people 
of the United Kingdom have been called upon to bear.”* 

A large part of the cost of war to the United Kingdom has been 
provided by “disinvestment abroad,” as shown in Tables i and 4 
above. This does not, of course, include lend-lease and mutual 
aid received from the United States and Canada without cash pay- 
ment. The two forms of external disinvestment — namely, sale of 
overseas assets and increase in overseas liabilities — ^are shown sepa- 
rately in Chapter VI, page 255. Among the assets sold were gold, 
bank balances, securities and direct investments overseas. The addi- 
tional liabilities were' incurred mostly in the form of sterling balances 
held by countries in the sterling area and elsewhere. In the period up 
to the end of 1941, the disinvestment occurred mainly through the 
sale of assets, while in the subsequent two-and-a-half years by far the 

1 Cmd. 6564, op. cit., page 17. 

“ Ibid., page 6. 

• Ibid., page 10. 

* Mutual Aid, Second Report, November 1944, Cmd. 6570, page 2. 
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greater part took the form of increased liabilities. Evidently Britain’s 
external disinvestment after the end of 1941 was, to a greater extent 
than before, concentrated in the sterling area and such countries 
outside that area as were prepared to accumulate sterling balances.^ 

Germany 

Germany’s military manpower losses forced her to intensify the 
mobilization of labour in 1943 and 1944 for the purpose not of in- 
creasing her war effort, but of preventing a precipitate decline. Ger- 
man officials had spoken before of '^total war economy” as an ac- 
complished fact; but in January 1943, after the defeat at Stalingrad, 
a state of “total mobilization” was decreed, and yet another measure 
of “total mobilization” was introduced in July 1944, after the Allied 
landing in France. 

The decree of January 1943 required all men aged 16-65 ^^6 all 
women aged 17-45, if not already under arms or in essential war 
work, to register for compulsory labour. This “mass levy,” as it was 
called, was characterized by the closing down of large numbers of 
retail shops. 

The recruitment of foreign workers was pursued with increased 
vigour. At the end of 1943 the number of foreign civilians and 
prisoners of war working in the Reich appears to have reached a total 
of some 8 or 9 million persons. The number seems not to have in- 
creased further in the first half of 1944; apparently Germany re- 
verted to her earlier policy of employing foreign workers in their 
own countries on German military orders, rather than moving them 
to the Reich. 

With the loss of occupied areas, however, Germany was thrown 
back more and more on her own labour resources. A decree of July 
25th, 1944 called for measures to “adapt the whole of the public life 
to the demands of total warfare.” The Propaganda Minister was ap- 
pointed “Reich Trustee for Total Mobilization for War.” The age 
limit for the drafting of women into war plants was raised from 45 
to 50. Theatres, music halls and other places of entertainment except 
cinemas were closed ; the printing of all literature except political and 
technical publications was prohibited ; many newspapers were stopped. 
These and other examples of “total mobilization” in the summer and 
autumn of 1944 indicate that there was little non-essential activity 
left to eliminate. The principal effect of the total war decrees of 1944 
was a thorough comb-out of the administrative apparatus in industry 
as well as in local and central government. The need for more man- 
power for war and war production evidently outweighed the risk of 

1 Further reference to Britain's overseas assets and liabilities is made in Chapter 
IV (page 195) and Chapter VI (page 255), 
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weakening the control of production and labour, which had already 
become increasingly difficult as a result of the Allied air offensive. 

Indeed, the heavy and almost continuous air raids from the spring 
of 1943 onwards caused profound changes in the German war 
economy. There was a complete reversal of the policy of industrial 
concentration which had been adopted in 1942. The air offensive led 
to a policy of the widest possible dispersal of war production. Plants 
for the manufacture of component parts were in many cases trans- 
ferred from the big cities to remote villages, and were often estab- 
lished in the smaller factories which had been closed down in 
the concentration drive of 1942. An increasing number of vital 
plants, especially assembly shops, were set up underground (fre- 
quently in disused mines, railway tunnels, etc.). Dispersal inevitably 
entailed some loss of the advantages of mass production, and it placed 
an additional burden on the transport system. Instead of remaining 
on the same conveyor-belt, materials in the course of manufacture 
had to be transported from one small production unit to another 
before reaching the central assembly plant. 

But there were certain industries which could not easily be dis- 
persed. Among them were the synthetic oil plants on which Germany 
had come to rely for most of her oil supply even before the loss of 
Roumania ; and on these the Allied air forces concentrated many of 
their attacks. 

The labour-mobilization measures already mentioned may have 
succeeded in keeping up numerically the labour force engaged in 
German industry. But the allied bombing offensive — apart altogether 
from the dislocation, the irreparable destruction and the uneconomic 
dispersal which it caused or occasioned — ^had two important effects 
on the output and supply of labour. First, an increasing proportion of 
the labour force had to be diverted from current production to repair 
and reconstruction work of one kind or another. Secondly, every 
raid, by destroying homes, disrupting transport and causing the loss 
of records, gave tired or unwilling workers an excuse or a pretext 
for not reporting to work. Under these conditions the compulsory 
labour decrees became more and more difficult to enforce. 

Food ration cards, together with the canteens and soup kitchens 
attached to war plants, came to be used increasingly as a means of 
exercising control over labour. As will be seen in Chapter III, food 
rations remained adequate, at all events until the summer of 1944. 
In the Reich itself, in contrast to the occupied territories, the collec- 
tion of agricultural produce from the farmers continued to be 
strictly and, on the whole, successfully controlled. It was lack of 
transport rather th^n of farm deliveries that placed an increasing 
strain on the urban food supply. In the earlier war years it had become 
a very common practice among city dwellers to grow their own 
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poultry and rabbits; but this had to be discouraged in 1944 iti order 
to conserve feeding stuffs. The whole food outlook for Germany was 
radically altered in the summer of 1944 by the loss of such areas as 
France and the Balkans which had not only fed the German armies of 
occupation, but also sent food to Germany. Thereafter the German 
army had to rely more and more on food grown at home. 

The output of consumers’ goods other than food was restricted 
to an amount barely sufficient to meet the special requirements of air 
raid victims. The ordinary clothing ration card was suspended, and 
even the special cards issued to bombed-out persons were not always 
honoured. What remained of industrial production for civilian needs 
was transferred in September 1943 from the jurisdiction of the 
Minister of National Economy to that of the Minister of Munitions 
and War Production. 

The housing problems arising from the bombing, and from the 
forced migration of industry and industrial workers, were met in 
part by the erection, largely with the help of government subsidies, of 
huts made from salvaged materials and of prefabricated wooden bar- 
racks and bungalows, of which considerable quantities were imported 
from Finland up to the middle of 1944. 

The special burden which the transport system had to bear in what 
the Germans called their “air war economy” (Luftkriegswirtschaft) 
is indicated by the 30% increase in railway passenger traffic between 
1942 and 1943.^ It is reflected also in regulations prescribing special 
permits for trips beyond a certain distance, in the compulsory di- 
version of freight traffic from railways to waterways, and in a host 
of other decrees and regulations. The aerial bombardment tended 
both to disrupt transport facilities and to increase the demands made 
upon them by relief and evacuation trains, as well as by the dispersal 
of industries mentioned before. Any increase which may have oc- 
curred in the rolling stock available inside the Reich as a result of the 
contraction in the area under Germany’s control was evidently quite 
insufficient to alleviate the strain on the railways. The increasing 
shortage of transport led to a deliberate movement towards regional 
self-sufficiency. For instance, the growing of potatoes — a bulky crop 
which had become of prime importance for human consumption — 
was concentrated in the neighbourhood of the big cities, and was 
discouraged in the traditional surplus areas of cultivation in eastern 
Germany. In the autumn of 1944 it was reported that even the dif- 
ferent war fronts were being made as “autarkic” as possible in respect 
of munition and other supplies.* 

After the capitalization of the house rent tax and the cessation of 

1 Cf. Chapter VII, page 289, below. 

* The Economist (London), November 4th, 1944. 
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advance payments on Government orders in 1942,^ the years 1943/44 
saAv no change of any importance in the financial policy of the Reich. 
No notable efforts were made to increase taxation, to shift Govern- 
ment borrowing from the banks to the public or to arrest the rapid 
expansion of the note issue. In the drive to reduce the administrative 
apparatus, income-tax declarations and assessments were virtually 
abolished in 1944; with certain exceptions, people were required 
simply to pay the same amount of tax as they had paid in the previous 
year. 

While the volume of money expanded continuously, money was to 
an increasing extent abandoned as a medium of exchange. A large 
number of barter shops were set up in 1943 under party or municipal 
auspices, despite the objections of the Minister of National Economy, 
who feared that the official sanctioning of barter would further 
weaken the public’s confidence in the currency.* Barter had been 
gaining in popularity even before, and, with the establishment of these 
shops where people could exchange their portable belongings, it be- 
came organized and much more widespread. No doubt the authorities 
intended the barter system to mitigate the hardships resulting from 
the ban on the manufacture of consumers’ goods. 

Germany’s military defeats seriously affected her domestic war 
economy by causing the loss of vital raw-material sources outside her 
frontiers. There was one basic material — namely, coal — of which 
Germany produced enough at home. Indeed, she was able to increase 
her output steadily and substantially during the war years up to 1944, 
mainly in the Silesian mining region annexed from Poland in 1939. 
It should be kept in mind, however, that her requirements of coal, 
particularly for the synthetic manufacture of oil and other products, 
were also greatly increased. 

Of Germany’s external raw-material sources, one of the first to be 
barred to her was the North African supply of phosphates, which she 
lost in 1942. The resulting shortage of fertilizers in German agri- 
culture was aggravated by a shortage also of home-produced syn- 
thetic nitrogen. The recapture by the Soviet armies of the Nikopol 
manganese mines in the Ukraine in February 1944 was a severe 
blow to the German steel industry. Further blows came in the spring 
of 1944 with Turkey’s embargo on chrome exports and Spain’s 
drastic limitation of shipments of wolfram to Germany. Still more 
serious were the consequences of the military events of the summer 
of 1944, through which Germany was deprived of access to a large 
number of vital products, ranging from Roumanian oil to French 
aluminium. From Sweden, also, Germany was virtually cut off, as 

1 See Chapter IV, pages 171 and 186, below. 

* See H. W. Singer ; “The German War Economy,” in Bcottomic Journal, April, 

i<)44. 
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the Swedish Government, in Au^st 19^, withdrew marine in- 
surance facilities from Swedish ships trading with Germany and, in 
the following month, closed Sweden’s Baltic ports to all foreign 
ships. 

German-Occupied Europe 

The “New Order” programme which Germany launched in 1940 
had as one of its objectives the integration of the European economy. 
In 1941 and 1942 Germany abolished exchange restrictions and tariff 
barriers in her relations with the Netherlands and the “Protectorate 
of Bohemia and Moravia.” Late in 1942 she abolished tariff duties 
on imports from occupied countries. This was a measure which, 
though mainly intended to keep down the prices of imported goods 
on the German market, could well be represented as a step towards 
the New Order. 

The actual tendency after 1942 was exactly the opposite : the trans- 
port situation, which was steadily deteriorating, led to a progressive 
disintegration of the economy of German-occupied Europe. The 
transport shortage was due, on the one hand, to the reduction in the 
supply of transport facilities (because of military losses and destruc- 
tion, curtailment of road traffic as a result of oil and rubber shortages, 
stoppage of sea and coastwise shipping routes, etc.) and, on the 
other, to the additional wartime demands made on the transport 
system (military movements, evacuation, dispersal of factories, etc.). 
In order to limit the pressure on transport, maximum distances had 
to be fixed for the shipment of goods. “In the occupied territories 
more and more closed transportation systems have developed, in con- 
trast to the early period of occupation, when the supply lines extended 
all the way into the interior of Germany.”^ The German authorities 
were thus driven to adopt a policy deliberately designed to “split the 
continent into more or less self-sufficient trade areas.”“ 

It was transport that formed the bottleneck for shipments of oil, 
wheat and other badly needed products from the Balkan area, a bottle- 
neck which, incidentally, was tightened early in 1944 by the mining 
of the Danube by Allied aircraft. The transport difficulty was the 
main reason why Germany was not able to cover more than about 
one-third of her oil requirements from Roumanian sources, and why 
Denmark and Finland, for example, were forced to make synthetic 
motor-oil from peat. 

The transport problem was responsible also for aggravating the 
food shortages in the cities of the occupied and satellite countries, 
even when farmers in the countryside had surplus food to spare. It 

^ Frankfttrter Zeitung, April 20th, 1943, quoted by Herbert Block: “European 
Transportation under German Rule,” in Social Research, May 1944, page 225. 

* Herbert Block, op. cit., page 241. 
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was the transport shortage that caused food conditions to vary so 
widely between the different parts of a country such as France. 

Besides production and transport difficulties, there was yet another 
general factor tending to reduce the urban food supply, and that 
was the reluctance of farmers to sell their products. This reluctance 
was due in varying degrees to the farmers’ inability to buy anything 
useful with the money received; expectations of price increases for 
the products concerned ; and unwillingness to support the German war 
economy, since the farmer could not determine what part of his 
produce, if sold through the regular channels, would go to feed his 
compatriots in the cities and what part would go to the army of oc- 
cupation or to Germany. Farmers therefore tended to hoard their 
products, to sell them on the black market, to feed their grain to live- 
stock or to increase their own consumption. A mass of decrees and 
regulations goes to show that the control of farm deliveries was one 
of the most stubborn economic difficulties the Germans encountered, 
not only in the occupied territories, but also, though less directly, in 
the Balkan satellite countries. In Poland and the Baltic countries a 
common method of collection was to impose a quota on every farmer, 
and to sell salt, tools, horse-shoes and such clothing as was available 
only to farmers who delivered their quotas in full. There and else- 
where drastic penalties were imposed for non-delivery. 

From 1942 on, the inflation of prices in the areas under German 
control, especially in southeastern Europe, caused increasing concern 
to the German trading authorities, who complained that this price 
rise shifted the terms of trade and the clearing accounts against 
Germany, since the German official domestic price level was kept 
practically constant. The Roumanian wheat price, for instance, at 
the prevailing rate of exchange, rose to about 4 times the German 
domestic price of wheat. In the German press in 1943 there appeared 
suggestions that Germany’s clearing debt was not a real one, since it 
was due merely to the rise in prices abroad; and the countries con- 
cerned began to fear that Germany might repudiate this debt. The 
German authorities seemed to attach importance to keeping the 
exchange rates nominally stable; but they induced some countries 
to set up “price equalization funds” through which, in effect, sub- 
sidies were granted on exports to Germany, while any imports ob- 
tained from Germany were subject to surcharges. In fact, the German 
Minister of National Economy announced in February 1944 that 
Germany had “adopted an elastic price system for her export goods,” 
raising her export prices by varying amounts according to the coun- 
try of destination. 

The inflation of prices, as already mentioned, was particularly 
marked in the southeastern area. In Hungary in the summer of 1943, 
the whole wage and price level was raised at one stroke by 20-40% 
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by Government action. German newspapers often blamed the ‘south- 
eastern satellites — Hungary, Roumania and Bulgaria — for adminis- 
trative weakness and laxity in their price controls. By far the worst 
inflation, however, occurred not in a satellite but jn an occupied coun- 
try — ^namely, Greece. German writers pointed out that Greece, at first, 
was under joint German-Italian occupation. A more fundamental 
explanation was, of course, the central bank’s financing of German 
occupation costs, coupled with a desperate scarcity of food and other 
supplies in a country which had been highly dependent on sea-borne 
trade and had lost its best farming region to Bulgaria. Germany 
found Greece of little economic value, and hence took little interest 
in her supply situation or in her economic and financial adminis- 
tration. 

The only country in Germany’s orbit which, judging by the official 
indices, kept its price-level stable in 1943 and 1944 — namely, Den- 
mark — ^was one in which the supply situation, at least as regards food, 
remained better than anywhere else in German-occupied Europe. 
Denmark launched an anti-inflation programme in 1942 including 
a “war boom tax’’ on incomes, an excess profits tax, increased indirect 
taxation, compulsory savings, and sterilization of Government loan 
proceeds in an inactive account at the central bank. This did not pre- 
vent a continued expansion of the money supply, but it did tend, 
apparently, to check the inflationary effect of German expenditures 
and to “make room’’ for Germany’s demands on the country’s output. 

Germany’s demands were far greater in tbe case of France, Bel- 
gium and the Netherlands. The French food supply was reduced by 
heavy requisitions for export to Germany as well as for the army of 
occupation. Both France and Belgium are estimated to have pro- 
duced from three-fifths to two-thirds of their total industrial output 
in 1943 for German account. In both countries, however, industrial 
output was far below the pre-war level; in France it is reported to 
have fallen in 1943 to about 55% of the 1938 level. Coal production 
under the German occupation increased in France above the pre-war 
level, while it declined in Belgium and the Netherlands. 

In the late summer and autumn of 1944, when France and Belgium 
had been almost entirely liberated, grave damage was inflicted on the 
Netherlands economy by the flooding (in some places with salt 
water), of extensive areas of fertile farm land. In September the 
Netherlands railway workers, in order to speed their country’s libera- 
tion, began a strike which, as it paralyzed economic activity, h^d 
practically the effect of a general strike. The Germans took over the 
railways, but used them solely for military traffic and refused to 
transport food and coal for civilian consumption. Besides, the war 
front cut off the southeastern coal mining region from the rest of 
the country. The situation became particularly grave in the cities 
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of western Holland, where large numbers of people were reduced to 
starvation by the end of 1944, when the railway strike was still con- 
tinuing. 

Italy 

The southern and central parts of Italy, which were occupied by 
Allied armies from July 1943 to the end of 1944, suffered considera- 
ble devastation not only by land warfare and aerial bombing but also 
by extremely thorough and methodical German demolitions. Between 
60 and 70% of the industrial plants in these areas ai’e reported to 
have been destroyed.^ The German demolitions in the Naples region, 
for instance, affected chemical factories, tanneries, breweries, can- 
ning plants, etc., as well as the harbour installations and public utili- 
ties. The flooding of the Pontine marshes also left serious economic 
consequences behind. But the chief objective of the German scorched- 
earth policy was the electric power supply, on which practically all 
Italian railways and 90% of Italian industry normally depended for 
their energy. Generating stations, transformers and transmission 
lines were systematically destroyed. Lack of electric power was there- 
fore one reason, in addition to lack of transport and raw materials, 
why in most cases even the factories that were still intact could not 
resume production. The result was considerable unemployment. In 
September 1944 it was estimated that in Rome — a city whose popula- 
tion had swollen to one-and-a-half million through the influx of refu- 
gees — ^there were about 200,000 persons who could not find regular 
work.^ 

By the end of 1944 the electricity supply had been partly restored, 
but it was still only about one-third of normal. A great deal of im- 
ported equipment was needed to reconstruct the demolished power 
plants. The railway system was to a large extent paralyzed by the 
lack, not only of power, but also of rolling stock, most of which the 
retreating Germans had moved northward. Transport, indeed, was 
at the root of most economic troubles in the Allied-occupied zone. 
Military traffic absorbed most of the available transpoi^ facilities. 
While Rome was very short of food, the food-producing regions of 
Sicily and the southern mainland had local surpluses which could 
not be moved for want of transport. This difference in supply condi- 
tions was partly reflected in the official bread ration, which during the 
second half of 1944 was 300 grammes per day in the south and 200 
grammes in Rome and north of Rome. Apart from the food diffi- 
culties, perhaps the gravest civilian deficiency was in leather and 
footwear. 

The rate of exchange fixed by the Allied authorities placed too low 

'^New York Times^ January 21st, 1945. 

2 The Times (London), September Sfli, 1944. 
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a value on the Italian lira.^ Prices in the local currency immediately 
rose to meet the new rate, and continued to rise under the influence 
of commodity shortages on the one hand and Allied note issues on the 
other. In the summer of 1944 the total note circulation in the whole 
of Italy was officially estimated at 260,000 million lire, of which 
40,000 had been issued by the German and 35,000 million by the 
Allied military authorities this total may be compared with a note 
circulation of 96,000 million lire in July 1943 and 24,000 million at 
the end of 1939. Difficulties of supply, transport and administration 
stood in the way of an effective operation of the rationing system. 
Black markets flourished, and barter was becoming increasingly popu- 
lar. The Allied authorities brought in supplies not only for their 
armies but also for the civilian population ; some food and clothing 
came from the United States; some coal arrived from Britain. But 
these imports were limited by the shortage of shipping, and they 
were small in relation to the large requirements resulting from the 
destruction wrought in an area which was even normally far from 
self-sufficient. 

Liberated Europe 

In France the economic problems following upon liberation were, 
on the whole, less distressing than those arising from the war in Italy, 
thanks partly to the more evenly balanced character of the French 
economy and partly to the speed of military events. The German 
troops had no time for such extensive demolitions as they carried 
out in Italy, though they did succeed in wrecking many of the ports. 
Large-scale destruction due to military operations was confined, in 
the main, to Normandy, Brittany and the Vosges region. It has 
been estimated that 80-85% of French industrial plant remained 
intact. The French transport system, however, suffered very se- 
verely from Allied bombing, French sabotage and German demoli- 
tions. Being electrified to a much smaller extent than the Italian sys- 
tem and therefore less dependent on a centralized power supply, it 
may have proved less vulnerable. Yet the disruption of transport was 
very great, and the difficulties which it caused were frequently inter- 
dependent. The most serious immediate deficiency in the transport 
system was a shortage of locomotives. Until this could be remedied 
to some extent by repairing damaged engines and importing new ones 
from America, it was difficult even to transport the materials needed 
for the reconstruction of thousands of railway bridges. And until aft 
least certain key bridges were repaired, it was impossible to transport 
the pit-props to the mines which produced the coal to heat the availa- 

1 See Chapter IV, p. 223, below. 

^ The Times (London), October 3rd, 1944. 
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ble locomotives. Although the coal mines — situated mainly in the 
North — were undamaged, their output at the end of 1944 was less 
than three-fourths of the 1943 level, partly because of the inadequate 
supply of props from .the southwest. One-third of the reduced coal 
output was being used for military needs.* The scarcity of coal forced 
the Government in January 1945 to suppress all steam-driven pas- 
senger trains and to restrict further the supply of gas and electricity. 
Some industries, such as beet-sugar factories, were hampered mainly 
by the coal shortage, while others, such as cotton manufacture, were 
more directly affected by the lack of raw materials. There were, in 
consequence, about 1,000,000 unemployed workers in France in the 
autumn of 1944. By the end of the year, however, the number had 
declined to about 600,000. 

It has been estimated that the Germans absorbed more than 30% 
of France’s output of food during the occupation. Naturally, there- 
fore, the cessation of German requisitions relieved the strain on the 
French food supply ; but the main problem was to transport the food 
to the cities. Moreover, German requisitions had left behind them two 
lasting effects : a shortage of draft animals on the farms and an ab- 
normally low output of milk and dairy produce due to excessive 
slaughter of herds during the occupation period. It was in respect of 
fats that the French food supply after the liberation was most seri- 
ously deficient. In general, the food shortage in most cities during the 
winter 1944/45 was more serious than it had been in previous years. 

In order to mop up some of the surplus purchasing power created 
under the occupation regime, the Government floated a large Libera- 
tion Loan during the last quarter of 1944, which brought in 127,000 
million francs in cash and 33,000 million in Treasury bills and bonds 
previously outstanding. The note circulation of the Bank of France, 
after reaching a maximum at 632,000 million francs on October 5th, 
1944, dropped to 572,000 million at the end of the year, compared 
with 500,000 million at the end of 1943 and 149,000 million at the 
end of 1939. 

The official exchange rate of the French franc in terms of U.S. 
dollars and pounds sterling overvalued the franc and thus limited 
the purchasing power of Allied military personnel in France. More- 
over, direct restrictions were enforced with the object of keeping 
down the expenditure of Allied soldiers, especially in retail shops. 
With a view to facilitating the replenishment of stocks and the re- 
newal of equipment, France suspended all import duties as from 
December 15th, 1944. Imports were limited, however, primarily by 
the pressure of military demands on the available shipping and port 
facilities. In January 1945 a plan was established providing for sub- 

^ New York Times, January i8th, 1945. 
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stantial raw-material shipments to France in order to make use of 
French labour and industrial plant for Allied war requirements. 

In Belgium, transport was disrupted not so much by damage to 
the railways, as by the wrecking of the canal system through destruc- 
tion of locks, sluices and barges. The collection of crops from the 
farmers presented some difficulty, as in France. But the domestic 
harvest, unlike that of France, could not cover more than a few 
months^ requirements. Early in 1945 Belgium became dependent on 
imports for its bread supply. Coal production declined to about five- 
eighths of what it had been under the German occupation. In order 
to ensure adequate supplies for military needs, the Allied authorities 
took over control of the distribution of coal in January 1945. 

A remarkable measure of monetary policy was taken in Belgium in 
October 1944, when the Government called in all bank notes of 100 
francs and over and re-issued new notes to the public at the rate of 
not more than 2,000 francs per person. The amounts retained by the 
Government were blocked, as were also all bank balances except for 
10% of the total or the amount held on May loth, 1940, whichever 
was larger. It was intended to release a part of the blocked accounts 
as and when the supply situation improved, and permanently to absorb 
the rest later by special tax or loan. As will be shown in Chapter IV 
(page 209), the volume of currency was sharply reduced by this 
operation, the main purpose of which was to remove that amount of 
monetary demand which could not be met in goods and services 
without causing an increase in prices. Though deflationary in respect 
of the money supply, the measure was primarily anti-inflationary in 
respect of the price level. As in other German-held territories, the 
expansion of money during the occupation period had been far 
greater than the rise in controlled prices and wage rates. 

In Greece, all controls had failed; both monetary inflation and 
price inflation had gone to such extremes that a completely new cur- 
rency had to be introduced after the end of the German occupation 
in the autumn of 1944/ The extent of the inflation is sufficiently in- 
dicated by the rate at which the old currency was exchanged for the 
new : namely, 50,000,000,000 old drachmae = i new drachma. 

Soviet Union 

The following figures concerning Government receipts and ex- 
penditure illustrate some of the main features of Soviet war economy. 

Before the war, the turnover tax was by far the largest source of 
revenue; between 1932 and 1940 it produced from one-half to three- 
fourths of total revenue. Its yield declined sharply from 1941 to 1943, 
despite an increase in the rates of taxation. As the turnover tax is 
not levied on war production but only on consumers’ goods, this 
decline in yield reflects a sharp cut in civilian consumption. 

1 See Chapter IV, page 209, below. 
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USS.R.: Government Receipts and Expenditure 


Roubles ( 000,000,000^8 ) 1940 

Receipts 180.2 

Of which: Turnover tax 105.8 

Expenditure 174.3 

Of which: Defence 56.0 

National economy 57.1 

Social and cultural development 43.0 


» Budget estimates. 

Provisional results. 

c The actual defence expenditure in 1941 
estimates by 20,000 million roubles. 


1941a 

1942 

1943” 

1944 * 

216.8 


210.0 

245-6 

I24.S 

105.9 

71. 1 

80.2 

216.0 


210.0 

245.6 

70.9*" 

108.4 

124.7 

128.4 

73.2 


311 

44.7 

47.9 

. 

37.2 

51.4 


is stated to have exceeded the budget 


The turnover tax accounted for only one-third of total receipts in 
1943. The other two-thirds consisted of loans, direct taxes, and profits 
of State undertakings. These last were increased by a vigorous drive 
for greater efficiency and productivity. Labour discipline was tight- 
ened up in various ways. Military rank and martial law were intro- 
duced, for instance, among the personnel of the railways. As in other 
belligerent countries, workers in war industries were forbidden to 
change their jobs without permit; restrictions on hours of work 
were suspended; and industrial conscription was introduced early 
in 1942 for men aged 16 to 55 and women aged 16 to 45. 

But the most strenuous efforts to maintain production could not, 
in the nature of the case, entirely offset the loss of population and 
natural resources captured by the enemy. The greater part of the 
Ukraine, it may be recalled, was still under enemy occupation during 
most of 1943; and when, for example, the Donets Basin was recap- 
tured in September 1943, it took time and labour to put coal mines 
back into working order and to restore other productive capacity. 
It is therefore not surprising that total State expenditure in 1943, as 
shown in the table above, was smaller than the budget estimate for 
1941. The decline was probably greater than these figures suggest, 
as defence expenditure is known to have exceeded the budget estimate 
in 1941 by 20,000 million roubles. Moreover, there was probably 
some decline in the commodity value of the rouble during this period. 

Apart from the reduction in consumption, another important 
source from which the economic requirements of the war effort were 
met was the reduction, shown in the table above, in State expenditure 
for ‘^national economy*’ and for “social and cultural development.” 
The former represents, in the main, capital outlay ; the latter, outlay 
for “consumption” such as welfare services and education. As the 
actual expenditure on these items in 1941 is not known, it may be 
better to compare the 1940 figures with those for 1943. The com- 
parison shows that, of the net increase in defence expenditure between 
1940 and 1943 (68,700 million roubles), nearly one-half (31,800 
million) was provided by the reduction in expenditure on national 
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economy and social and cultural development. The figures given do 
not include lend-lease and similar aid received from the United 
States, the United Kingdom and Canada. 

It is interesting to note that the budget estimate for 1944, compared 
with the actual results for 1943, shows a relative stability in the level 
of war expenditure, similar to that observed in the United States and 
the United Kingdom in those years. At the same time the estimates 
indicate a sharp recovery in expenditures for economic, social and 
cultural development in 1944, which was partly due to a grant, 
included under these items, of 16,000 million roubles for the re- 
habilitation of liberated areas. The increase in the budget total, as 
well as in the expected yield of the turnover tax, reflected to some 
extent the increase in population and resources under Soviet control 
as the enemy was driven out of Soviet territory. 

Certain of the allocations included in the 1944 budget under “Na- 
tional Economy,” compared with the corresponding preliminary 
figures of actual expenditure in 1943, are shown below.^ The alloca- 
tions for 1944 include portions of the special grant just mentioned. 


Roubles (ooo,ooo,ooo*s) : 

1943 

(Preliminary 

figures) 

1044 

(Budget 

estimates) 

Percentage 
increase : 

Industry 

iStioo 

24,700 

64% 

Agriculture 

4,700 

7,200 

53% 

Transport and communications 

4,800 

6,300 

31% 

Trading and storage 

800 

1,200 

50 % 

Communal economy and housing 

1,100 

1,700 

55 % 


The fact that the allocation for transport and communications 
shows the smallest percentage increase is not as surprising as it may 
seem, since most of the rolling stock had been successfully removed 
from the invaded regions, and since the Germans needed the railways 
for their retreat and generally had little time to damage them. When 
given time, however, the work of German demolition squads was ex- 
tremely thorough and destructive. The willful wrecking by the re- 
treating armies of buildings, plant and equipment, quite apart from 
damage incidental to military operations, completely devastated a 
large proportion of the invaded territory. 

The allocations for agriculture, as shown above, were much smaller 
than those for industry, but it may be recalled that collective farms, 
unlike industrial establishments, are not State undertakings, and are 
financed in part by their own savings and their own special bank, as 
well as by budgetary grants. Soviet agriculture suffered enormously 
through the invasion of the country’s most fertile and highly de- 

^ Source : International Labour Review, August 1944, page 220. 
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veloped farming area. Accordingly, the measures taken in 1943 and 
1944 with a view to the rehabilitation of the liberated territories paid 
particular attention to agriculture. 

Thus, a Decree of August 21st, 1943, providing for “urgent 
measures for the economic rehabilitation of areas liberated from 
German occupation,” was mainly concerned with problems of agri- 
cultural reconstruction, though it also dealt with housing, railways, 
education, etc.*^ It reaffirmed the authority of a Committee for the 
Rehabilitation of the Reconquered Areas which had been set up by 
the Council of Peoples’ Commissars earlier in the year, and which was 
now charged with the supervision of all measures taken under this 
decree. It laid down detailed instructions, for instance, for the return 
of evacuated livestock from the eastern provinces to the collective 
farms of the liberated areas in the autumn of 1943. This mass migra- 
tion of farm animals was a spectacular and complicated operation; 
but it affected only a small fraction of the pre-war livestock popula- 
tion of these areas ; the greater part was lost through the occupation. 

The depletion of livestock was one of the two gravest problems 
facing the agricultural economy of the Ukraine. The other was the 
severe shortage of tractors and similar equipment on which depended 
the highly mechanized system of large-scale farming developed dur- 
ing the 'thirties. The Decree of August 21st, 1943 devoted special 
attention to the reconstruction of the agricultural machine and trac- 
tor stations and to the return of tractors from the East. As in the case 
of livestock, however, the tractors that were returned formed only 
a small proportion of the total number in operation before the war ; 
the rest had been mobilized for military purposes or destroyed or 
taken away by the enemy. All tractor-making plants had been con- 
verted to the production of tanks ; two of the largest of these plants 
were destroyed in the battles at Kharkov and Stalingrad. The lack 
of tractors appears to have made it necessary to revert, in some 
measure, from large-scale collective farming to a system of small 
individual holdings.* Retrogression to more primitive methods had 
already become evident under the German occupation, when the 
shortage of oil alone was such as to make it impossible to maintain 
the previous degree of mechanization. After the liberation, great 
stress was laid on the breeding of draft animals, and particularly of 
steers, horse-breeding being a slower process. A Decree of March 
15th, 1944 prohibited the mobilization of farm horses by the army. 
Some armament plants are reported to have been partly reconverted 
to the production of agricultural implements in the latter half of 

1943* 

^For a detailed summary of this decree, see International Labour Review 
(I.L.O.), January 1944, page 61. 

^Cf, The Economist (London), April 8th, 1944. 

®C/. The Economist (London), March i8th, 1944, Supplement 
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The removal of industries from the invaded areas in 1941 and 
1942 was described in the last edition of this Survey. In 1943 and 
1944 no large-scale attempt was made to return these industries to 
the liberated provinces. Industrial development was stimulated in the 
East, particularly in the Urals, not only by the transfer of factories 
from the West but also by the opening up of local resources to replace 
those captured by the enemy. Thus the mining of manganese ore in 
the Urals was greatly expanded in an effort to compensate for the loss 
of the Nikopol mines. Iron and steel, coal, aluminium and waterpower 
were among the most important resources developed in the Urals and 
farther east in Siberia. The new blast furnaces erected at Magnito- 
gorsk have been described as the largest in Europe. 

Great as the advances were in the East, they could not make up 
for the loss of the industrial capacity of the Ukraine. As soon as the 
Ukraine was recaptured, the reconstruction of its industries was 
taken in hand, while the capital outlay devoted to the eastern regions 
declined from 1943 to 1944. The industrial reconstruction of the 
Ukraine is, of course, a task that will require years for its comple- 
tion.^ Although, for instance, the rehabilitation of the coal mines of 
the Donets Basin, recaptured in September 1943, was undertaken 
with all possible speed, the Germans, by flooding the mines, had left 
them in such condition that coal production in the Donets Basin was 
no more than 13% of the pre-war level in March 1944, and was 
expected to reach only 27% of that level by the end of 1944.^ The 
mines whose output was not expected to reach the pre-war level 
before the end of 1945, at the earliest, included those producing cok- 
ing coal, which in that area comes from the deepest seams. The re- 
sumption of steel production in the Ukraine was therefore inevitably 
delayed, quite apart from the time and labour required to put the 
wrecked steel mills back into working order. 

According to the Decree of August 21st, 1943, one of the first 
steps in the reconstruction of the liberated areas was to be the 
erection of local factories for the production of building materials and 
pre-fabricated houses. The decree stated that these factories had to 
be in operation before the end of 1943. Reliance on local materials 
was necessary in order to save transport. 

The case of the building-materials industry illustrates the general 
dependence of economic reconstruction on the industries producing 
capital goods. The basic heavy industries of the Soviet Union were 
to a great extent concentrated in the Ukraine and, since blast fur- 
naces, cement kilns and similar heavy plant could not be removed, 
those were the industries that suffered most from the invasion. In 

1 American-Russian Institute, The US.S.R. in Reconstruction (New York, 1944), 
page 94. 

2 U.S. Department of Commerce : Foreign Commerce Weekly, July 8th, 1944. 
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general, the light consumers’ goods industries, which were concen- 
trated largely in the manufacturing region stretching from Moscow 
east to the Volga, suffered far less, though a number of textile fac- 
tories south and west of Moscow were destroyed, and the sugar 
refining industry in the Kiev area was almost entirely lost.^ 

In relation to the economic problems of the Soviet Union, some 
interest attaches to the armistice conditions accepted by Roumania on 
September 12th, 1944, by Finland on September 19th, 1944, by 
Bulgaria on October 28th, 1944, and by Hungary on January 20th, 
1945. Roumania, Finland and Hungary were each required to pay 
reparations to a value of 300 million United States dollars in com- 
modities to be delivered over a period of six years. These payments 
are to be made to the Soviet Union, except for 100 million U.S. 
dollars to be paid by Hungary to Czechoslovakia and Yugoslavia. 
The precise nature and timing of the reparation deliveries are to be 
defined in special agreements. In the armistice terms it is merely 
stated that Roumania is to pay in “oil-products, grain, timber prod- 
ucts, sea-going and river craft, sundry machinery, etc.” ; Finland in 
“timber products, paper, cellulose, sea-going and river craft, sundry 
machinery” ; and Hungary in “machine equipment, river craft, grain, 
livestock, etc.” An annex to the Hungarian armistice agreement pro- 
vides that “these deliveries will be calculated at 1938 prices, with an 
increase of 15% for industrial equipment and 10% for other goods.” 
It has been reported that the Finnish and Roumanian deliveries are 
to be valued on a similar basis. In the case of Bulgaria the armistice 
provides for “such reparation for loss and damage caused by the 
war to the United Nations, including Greece and Yugoslavia, as 
may be determined later.” 

Apart from reparations, the armistice terms provide in all cases 
for the restitution of property belonging to the Soviet Union and 
other United Nations, and for the placing of merchant ships under 
the control of the Allied (Soviet) High Command. 

In addition, the armistice terms contain the following clauses : 

Roumania : “The Roumanian Government must make regular pay- 
ments in Roumanian currency required by the Allied (Soviet) High 
Command for the fulfillment of its functions and will in case of need 
ensure the use on Roumanian territory of industrial and transporta- 
tion enterprises, means of communication, power stations, enter- 
prises and installations of public utility, stores of fuel, fuel oil, food 
and other materials, services in accordance with instructions issued 
by the Allied (Soviet) High Command.” (Article 10.) 

“The Roumanian Government will withdraw and redeem within 
such time limits and on such terms as the Allied (Soviet) High 

^ The U.SS,R. in Reconstruction, op, cit, pages 93, 96. 
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Command may specify, all holdings in Roumanian territory of cur- 
rencies issued by the Allied (Soviet) High Command, and will hand 
over currency so withdrawn free of cost to the Allied (Soviet) High 
Command.” (Annex C.) 

Finland : “Finland will make available such materials and products 
as may be required by the United Nations for purposes connected 
with the war.” (Article 19.) 

Bulgaria'. “The Government of Bulgaria must make regular pay- 
ments in Bulgarian currency and must supply goods (fuel, food- 
stuffs, etc.), facilities and services as may be required by the Allied 
(Soviet) High Command for the discharge of its functions.” (Ar- 
ticle 16.) 

Hungary. “The Government of Hungary will make regular pay- 
ments in Hungarian currency and provide commodities (fuel, food- 
stuffs, etc. ) , facilities and services as may be required by the Allied 
(Soviet) High Command for the fulfillment of its functions as 
well as for the needs of missions and representatives of the Allied 
states connected with the Allied Control Commission. 

“The Government of Hungary will also assure, in case of need, 
the use and regulation of the work of industry and transport enter- 
prises, means of communication, power stations, enterprises and in- 
stallations of public utility, stores of fuel and other materials in 
accordance with instructions issued during the armistice by the 
Allied (Soviet) High Command or the Allied Control Commission.” 
(Article ii.) 

Middle East and India 

This whole area was affected by certain common influences during 
the period under review. It became a base for Allied operations, and 
Allied military expenditure, financed largely by additional means of 
payment furnished by the local monetary authorities in exchange for 
foreign balances, made considerable demands on local goods and 
services. At the same time, there developed a great shortage of im- 
ported goods, especially as a result of the closing of the Mediter- 
ranean to Allied merchant shipping in 1941-42. The result was a 
sharp rise in prices, which was accentuated by a tendency among 
merchants and farmers to withhold goods from the market in antici- 
pation of further price increases. Taxation and administrative con- 
trols were wholly inadequate to absorb the additbnal monetary pur- 
chasing power or to hold it in check so as to “make room” for Allied 
needs. Owing to the low standards of consumption and productivity 
prevailing throughout this area, the margin available to meet those 
needs was in any case very limited. 

The extent to which prices increased differed in the various coun- 
tries, though Eg)rpt, Palestine and India showed a certain uniformity 



— 43 — 


in that their wholesale-price and cost-of-living indices in 1944 were 
all about two-and-a-half to three times as high as in the first half of 
1939. In Syria, Iraq and Iran, however, the available indices showed 
a five- to ten-fold increase in prices compared with the pre-war level.^ 
As exchange rates were kept unchanged, the rise in prices increased 
the cost in foreign as well as in domestic currencies of the local goods 
and services purchased by the Allied armies, and thus helped to swell 
the external monetary reserves of the countries concerned. These 
reserves took principally the form of sterling balances, especially 
in the case of India, Iraq, Palestine and Egypt, which are members 
of the sterling area. 

From the summer or autumn of 1943 onwards the rise in prices 
was either slowed down, as in Egypt, Syria and Iran, or stopped, as 
in Palestine, Iraq and India. The shipping situation improved, thanks 
to the opening-up of the Mediterranean, and imports began to recover. 
Gold was shipped to most of the countries in this area and sold to the 
public in order to absorb some of the excess purchasing power. Taxes, 
rationing schemes and price controls were introduced or tightened up. 
Another important reason for the change in price movements was the 
fact that, with the change in the military situation. Allied military 
expenditure in the Middle East, though not in India, began to decline. 

The war-time economic problems of the Middle East were a con- 
cern of the Middle East Supply Centre which was set up in Cairo by 
the British Government in 1941 and transformed into a joint Anglo- 
American organization in 1942. The Centre sought to promote a 
certain measure of regional planning, with the object, among others, 
of alleviating the shortage of imports by rendering the area more 
self-sufficient. It endeavoured to stimulate wheat growing; it pro- 
posed schemes of irrigation, land reclamation and destruction of 
pests ; it strove to co-ordinate industrial developments in the various 
Middle East countries. Representatives of these countries met at a 
number of conferences to consider (in 1943) agricultural problems, 
rationing, transport arrangements, grain collection schemes, and (in 
April 1944) measures to combat inflation. 

One of the principal functions of the Middle East Supply Centre 
was to secure shipping and imports for the essential minimum needs 
of the area and to allocate them equitably among the countries con- 
cerned. At the beginning of 1945 the control of the Middle East 
Supply Centre was withdrawn from all imports except those of cer- 
tain goods making heavy demands on shipping, such as cereals and 
fertilizers, as well as of commodities in short supply, such as trucks, 
tires and textiles. But even the Imports from which the Centre’s con- 
trol was removed continued to be limited, in some cases, by export 

^ See Chapter V. 
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controls abroad and, more generally, by the shipping situation.^ 

The expansion of wheat production in the years 1942-44 took 
place in some of the Middle East countries — in Syria, for example — 
through an increase in the total cultivated area. In Egypt, however, 
there was a considerable change-over from cotton to wheat, largely 
as a result of government regulations limiting the cultivation of cot- 
ton and establishing compulsory minima for the acreage under wheat. 
The cotton acreage was reduced to less than half of what it had 
been before the war. Instead of being exported, the raw cotton was 
worked up largely by the local cotton manufacturing industry, which 
operated at maximum capacity to meet Middle East requirements. 
Budget surpluses realized by the Egyptian Government tended to 
offset, though only to a relatively minor extent, the effects of Allied 
expenditure. Domestic Government loans were floated for the financ- 
ing of external debt repatriation and post-war electrification projects. 

Iraq experienced a severe drought in 1943 and started a rationing 
scheme, which in 1944 was extended to cover tea, coffee and cotton 
textiles, as well as wheat and flour. Palestine combined rationing with 
subsidies to check the rise in the cost of living. Iran introduced an 
income tax for the first time at the end of 1943. Some industrial de- 
velopment occurred in Iran, as in most of the other Middle East 
countries, in response to military and local civilian requirements. 
When the Black Sea became accessible to Allied shipping, a large part 
of the Allied military personnel maintaining the supply route to 
Russia was withdrawn from Iran. 

In India, in contrast to the Middle East, the establishment of the 
South East Asia Command in July 1943 led to an increase rather 
than a reduction in military expenditure. ^^By the end of 1942-43^ the 
cumulative effects of the wartime expansion of currency, the rise in 
the money income of a large portion of the community, together with 
the reduction in the supply of consumer goods, had, in the absence of 
an adequate system of controls on distribution and prices and of 
machinery to absorb excess purchasing power, resulted in a large 
increase in living costs and price levels. This was further aggravated 
by the hoarding of essential commodities on a large scale, profiteering 
and speculation. In order to deal with this situation, a series of con- 
trol measures were instituted during the year (1943-44)® with the 
object of regulating the distribution and prices of essential goods, 
increasing production and checking speculation. In addition, sus- 
tained efforts were made to reduce purchasing power by attract- 
ing idle money into Government loans and by the institution of 
savings campaigns. Further measures were taken to speed up the 
assessment and collection of taxes, and in the 1944-45 budget, meas- 

^ U.S. Department of State, Bulletin, January 21st, 1945. 

2 Fiscal year ending March 31st. 3 Fiscal year ending March 31st. 
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ures were introduced for the payment of Income and Excess Profits 
Tax at quarterly, instead of yearly, intervals. In addition, from 
August 1943 onwards the Reserve Bank commenced selling gold in 
order to absorb surplus funds."’^ 

In the latter part of 1943, famine conditions prevailed for some 
months in Bengal and certain other areas normally dependent to some 
extent on outside food supplies. The Government placed a ban on all 
cereal exports from India, started regular monthly imports of food 
grains in October 1943, and adopted rationing and other measures 
to improve the internal system of distribution. By the middle of 1944 
rationing of rice, wheat and sugar had been extended to 226 towhs 
and cities with a combined population of 35 million persons, as well 
as to many rural districts. 

As the prices of cotton goods had increased to five times the pre- 
war level, an order was issued in June 1943 requiring all stocks of 
cotton cloth to be reported and disposed of within six months at pre- 
scribed maximum prices. All cloth manufactured after August ist, 
1943 had to be stamped with the official price and the date of manu- 
facture, so as to prevent profiteering and hoarding. These measures 
were successful in enforcing some reduction in prices. India’s produc- 
tion of cotton cloth in 1944 was about 30% above the pre-war 
volume, and had come to absorb over four-fifths of the domestic 
supply of raw cotton, exports of which had sharply decreased. 

For articles not covered by special control orders such as that for 
cotton goods, a comprehensive Hoarding and Profiteering Prevention 
Ordinance was issued in October 1943. Forward dealings in staple 
products were prohibited. An embargo which had been placed on all 
capital issues was relaxed so as to permit issues intended for the 
financing of industrial development after the war, provided that in 
the meantime the proceeds of these issues were invested in Govern- 
ment bonds. These and other measures mentioned did not fail to pro- 
duce an effect on the general level of prices, which, as already noted, 
was virtually stabilized in the latter part of 1943 and during 1944. 

Apart from the increase in cotton manufacture, there is little 
evidence of recent industrial expansion in India. Iron and steel pro- 
duction, after a considerable increase in the earlier war years, declined 
from 1941 to the middle of 1944. Coal production is reported to have 
fallen off in 1943 owing to a shortage of labour due to food diffi- 
culties, an epidemic of malaria, and the migration of workers to 
easier and better-paid jobs. The Government appointed a Coal Com- 
missioner *‘to study all the factors bearing on the production and 
movement of coal.”^ 

1 Reserve Bank of India, Report on Currency and Finance for the Year 1^43-44, 
page 18. 

^International Labour Review (I.L.O.), September 1944, page 362. 
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Aicstralia and New Zealand 

The intensification of Austt*alia^s war economy in the years 1942- 
43 was marked by an increase in aggregate production and employ- 
ment (largely through the employment of women) ; by a virtual ces- 
sation of private investment (including particularly building) ; and 
by a reduction of approximately 20% in the volume of civilian con- 
sumption. In addition to her exports to Britain, Australia supplied 
more than three-fourths of the food consumed by United States 
forces in the southwest Pacific. In order to do this she rationed her 
own consumption of meat and dairy products as well as her consump- 
tion of commodities such as clothing, footwear and petrol. Towards 
the end of 1943 the labour shortage, particularly in the dairy indus- 
try, became so acute that it was decided to transfer a limited number 
of personnel from the army to agriculture. This transfer was carried 
out largely in the first half of 1944. 

Australia’s food production plans were, however, severely upset 
by a long drought in the latter part of 1944, as a result of which the 
wheat crop fell to the lowest level since 1914, and there developed a 
great shortage of animal fodder. 

Australia’s production of munitions and armaments reached a 
peak in 1943. In the middle of that year it was found that the domes- 
tic munitions output was more than sufficient to meet all needs. It 
was thus possible to shift some skilled industrial workers out of the 
munitions industry to shipbuilding and repairing, as well as to the 
making of agricultural machinery, which had been cut down by 80% 
since 1941.^ Total manufacturing employment in the years 1943-44 
was almost constant at a level 34-38% above that of 1938/39, though 
in 1944 the tendency was slightly downward. It was officially stated 
in the spring of 1944 that the number of workers engaged in pro- 
ducing manufactured articles for civilian use was only 30% of the 
number employed in manufacturing before the war. 

The expansion of Australia’s industrial output was limited by a 
scarcity of coal, as well as by the general shortage of manpower. 
Domestic coal production rose to a record level in 1942. It declined 
subsequently as a result of labour difficulties, though it still remained 
above the pre-war level. Coal had to be rationed even to essential 
users. 

New Zealand, at least until the middle of 1944, maintained a 
higher proportion of manpower in the armed forces than any other 
of the United Nations except the Soviet Union. However, some men 
were transferred from the army into essential industries in the course 
of 1944. The purpose of these transfers, as in Australia, was to pro- 
vide the most effective contribution to the Allied war effort, partic- 

^ See Economic Record, June 1944. 
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ularly in the form of food. Meat, butter, sugar, tea, clothing and 
petrol were rationed. The maintenance of food production was ren- 
dered difficult by a reduction in fertilizer supplies to not much more 
than half the pre-war level. In accordance with a new agreement con- 
cluded with the British authorities, the payments received by New 
Zealand for farm products exported to the United Kingdom were 
increased during the second half of 1944 in order to enable New 
Zealand to build up foreign exchange reserves adequate to her post- 
war needs and to compensate her for the war-time rise in the prices 
of imported commodities. The new agreement did not entail a rise in 
the receipts of producers; but it enabled the Government to reduce 
the subsidies which had been paid to the farmers in order to stimulate 
output and offset higher production costs. 

Free China 

Inflation continued unabated during the years 1943-44. All efforts 
to slow it down proved unsuccessful. Yet the rise in prices could 
hardly be said to have degenerated into a “runaway” inflation ; for it 
continued, on the whole, without acceleration. The average rate at 
which prices were rising remained at about 10 to 12% per month. 
This alone was an achievement, in view of the difficult circumstances 
in which China continued to fight the Japanese invasion. 

The rise in prices was far from uniform; transport difficulties 
caused it to vary widely from one region to another. Early in 1943 
an abortive attempt was made to impose price ceilings. The Govern- 
ment’s efforts to collect the land tax in kind, largely for the purpose 
of feeding the soldiers and civil servants, met with only partial suc- 
cess. In 1943 crops in many parts of China suffered from drought, 
which led to a famine in the province of Honan. The improvement 
in the harvest in 1944 was partly offset by an extension of Japanese 
control over certain rice-producing areas, even though Japanese mil- 
itary occupation did not always succeed in cutting off these areas 
from trade with Free China. 

The Government endeavoured to check the inflation by selling gold 
to the public (see Chapter IV). Moreover, in the autumn of 1944 
the banks were ordered to accept deposits repayable at a rate de- 
termined by the price of gold at the time of repayment. This scheme 
was intended to have the same effects as the actual sale of gold, while 
enabling the Government to keep the gold in its own hands. 

Efforts were made in the latter part of 1944 to simplify the war- 
time system of indirect taxation. This system had developed largely 
through the machinery of the inland customs offices which had ex- 
isted prior to 1928, and which were revived during the war for the 
collection of “war-time consumption taxes” on goods passing from 
one part of the country to another. The inland customs offices were 
intended to oflFset part of the loss of maritime customs revenue, 



48 — 


which had yielded more than one-half of total Government revenue 
before the war. This system of taxation, however, since it could be 
evaded, proved inefficient from the fiscal point of view, and its gen- 
eral tendency was to impose an even greater degree of regional self- 
sufficiency than that resulting from the shortage of transport. The 
reform measures initiated in the latter part of 1944 aimed at abolish- 
ing the war-time consumption taxes, and at creating a system of tax 
collection which would not be dependent on the inland customs of- 
fices, most of which, indeed, were to be closed. 

As was noted in the last Survey, there was a considerable amount 
of industrial development in the interior of China up to 1942. In 
the following two years, by contrast, there was little further progress. 
This was partly due, no doubt, to the closing of the last remaining 
trading routes linking Free China by land and sea with the outside 
world. The relative stagnation in industrial activity since 1942 has 
been attributed partly also to the inflation of prices. Since large and 
easy profits could be made simply by holding raw materials and other 
commodities, the profit incentive associated with manufacturing grew 
relatively weak. 

The Government set up a War Production Board in November 
1944 with the object of stimulating and co-ordinating all industrial 
activities essential to the war effort. The new Board was given pow- 
ers of requisitioning; it was to centralize all munitions orders and to 
subsidize expansion and technical improvement in certain vital indus- 
tries. The Board established two special committees, one dealing with 
iron and steel, and the other with fuel alcohol production. 

A War Transport Board, with functions analogous to the War 
Production Board, was set up in January 1945. At the end of that 
month the first land convoy since 1942 entered China by a road link- 
ing Ledo (in India) with the northern section of the old Burma road. 
In addition, a pipeline running for a length of 1,800 miles between 
Calcutta and Kunming was nearing completion. 

Japan and her ''Co-Prosperity Sphere” 

The Industrial Control Associations formed in 1942 set up cen- 
tralized controls in certain key industries essential to the Japanese 
war effort. But they were administered mainly by industrialists as 
semi-autonomous cartels, and there was a lack of central planning 
for war production as a whole. After the quick initial successes of 
Japan’s armed forces in the southwest Pacific, it soon became clear 
that vastly greater exertions were needed to consolidate and defend 
the spoils of conquest. 

In March 1943 an attempt was made to secure a greater concentra- 
tion of economic controls by the establishment of a Cabinet Advisers’ 
Council, composed of seven industrial and financial magnates who, 
in joint session with the Cabinet, constituted a Supreme Economic 
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Council. A further reorganization of the war economy was effected 
in October 1943 by the creation of a Munitions Ministry, which took 
over the duties of a number of formerly separate agencies. Since, 
however, the output of army ordnance and ships was under the con- 
trol of the War and Navy Ministries, the principal function of the 
Munitions Ministry proved to be the expansion of aircraft produc- 
tion. Indeed, aircraft and merchant ships received the dominant 
emphasis in Japan’s war production programme from 1943 onwards. 

In June 1943 a ^‘conversion programme” was announced, dividing 
all industry into three classes. The maximum possible expansion was 
called for in Class I, comprising the iron and steel, coal, light metals, 
shipbuilding and aircraft industries. The lack of specialized machine 
tools, formerly imported, called for a special effort also in domestic 
machine-tool production. The textile, glass, pottery and other similar 
industries which made up Class II were required to turn over their 
buildings and equipment to Class I. Industries which could not be 
utilized for war purposes were placed in Class III and had to close 
down. In the latter part of 1944, the bombardment of industrial cen- 
tres by the United States air force was beginning to cause serious 
damage to the Japanese war industries. 

Living conditions in Japan steadily worsened in the years 1943-44. 
Rationing was made more severe. Even rice consumption was cut 
down substantially, but the rice was less polished than before and 
hence — though less palatable to the Japanese — more nourishing. In 
1944, the rice ration came to include an increasing proportion of 
other cereals mixed with rice. Fish, another staple food in the Jap- 
anese diet, was largely replaced by soya beans, as fishing fleets were 
used for military transport purposes. The Government encouraged 
the growing of potatoes to take the place of the rice that was formerly 
imported. The severity of labour conscription in Japan is illustrated 
by the fact that the minimum age for both male and female labour 
service was lowered to 12 years in November 1944, the maximum 
age being 60 for men and 40 for <vomen. Earlier in 1944, the mobil- 
ization of women, which had been on a voluntary basis, was made 
compulsory. For each industry or occupation the Government fixed 
a minimum percentage of employees who had to be women or girls. 

In presenting the annual budget, the Finance Ministry has pub- 
lished each year estimates of the anticipated national income and its 
main uses in the following fiscal year. A precise definition of the na- 
ture and scope of these estimates is not available. For the later years, 
at any rate, these estimates obviously represent no more than tenta- 
tive forecasts or plans which, in the case of Government expenditure, 
are usually altered by supplementary estimates presented in the course 
of the budget year. In spite of their doubtful value, the figures may 
afford a few significant indications, and are therefore reproduced 
below : 
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Japan: National Income and its Main Uses 
Yen (ooo,ooo,ooo’s) 

Fiscal years (April ist-March 31st) : 1941/42 1942/43 1943/44 1944/45 1945/46 


National income 

40 

45 

50 

65 

90 

Private consumption 

17 

IS 

13 

12 

12 

Investment in industry 

5 

6 

6 

6 

13 

Government expenditure 

18 

24 

31 

47 

6S 

Met by: Taxation 

5 

7 

10 

14 

18 

Borrowing 

13 

17 

21 

33 

47 

“National savings goal” 

18 

23 

27 

40 

60 


A Striking feature of these figures is the small, and yet declining, 
share of private consumption in the national income. It is known, 
however, that these estimates do not include goods produced by people 
for their own consumption, which is doubtless an important item in 
the case of the rural population. The estimates for investment rep- 
resent expenditure on war industries. Each year a “national savings 
goal” was set at a level designed to cover investment as well as Gov- 
ernment borrowing. As in other countries, the Japanese public, in 
spite of intensive savings campaigns, preferred to hold their “sav- 
ings” largely in the form of bank notes and deposits, so that Govern- 
ment borrowing and investment expenditure was financed almost 
exclusively by the banking system.* 

Although the high level of “investment,” the mobilization of 
women, and the shift of manpower from the countryside to the well- 
equipped war factories may have made some increase in “real” na- 
tional income possible, it is clear that the national income estimates 
shown above reflect largely the upward movement of prices. The 
general wage-ceiling is known to have been relaxed in 1943 and 1944 
as an incentive to labour. The official price indices, which, as in other 
countries, are affected by subsidies to keep down the cost of living, 
showed an accelerated increase in 1944; yet the total increase in these 
indices above the 1939 level was not much more than 50%. 

The estimates shown above do not include contributions from 
occupied territories. These were entered separately in the 1943/44 
budget at 4,900 million yen (or about 10% of the national income 
for that year), of which 3,300 was in the form of borrowing and 
1,600 million was derived “mainly from the disposal of materials 
seized in the course of military operations and from the lease of cap- 
tured articles.” A further loan of 7,000 million yen raised in the 
southern occupied areas was announced in the spring of 1944. Owing 
to the shortage of shipping, however, the main purpose of these loans 
was, not to finance exports to Japan, but to meet local expenditure 
for the construction of roads and military bases in these areas. 

Japan’s shipping losses on the one hand and the advance of Allied 

1 See Chapter IV, Table 10. 
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forces on the other led to important changes in Japanese policy with 
regard to the occupied areas — the so-called “Co-Prosperity Sphere” 
—during the years 1943-44. The occupied areas of the South tended, 
owing to their distance, to be relegated to a subordinate position in 
Japan’s war economy. As the shortage of shipping became more and 
more acute, the aim of Japanese policy was to secure the greatest 
possible self-sufficiency within the so-called “Inner Zone,” comprising 
Japan, Korea, Manchuria and North China. In the Inner Zone itself, 
the shipping shortage necessitated certain shifts in the utilization of 
resources. The capacity of iron and steel production, for instance, 
was expanded on the mainland so as to reduce the shipping required 
for carrying iron ore and coking coal from the mainland to Japan. 

In the trade between Japan and Manchuria all Customs duties were 
abolished and exchange controls relaxed. As a source of supply for 
Japan, Manchuria’s cereal production was increased through exten- 
sive land reclamation schemes. A serious obstacle to the exploitation 
of Manchuria’s resources was the shortage of labour. This the au- 
thorities endeavoured to alleviate through organized migration of 
labour from North China, not so much, as before, for seasonal em- 
ployment, but rather for permanent settlement. As textile fibres con- 
stituted one of the most serious deficiencies in the “Co-Prosperity 
Sphere” as a whole, the Japanese made great efforts in North China 
to stimulate the growing of cotton in place of food. Their plans for 
increased cotton production were only partly realized, but the reduc- 
tion in cereal cultivation led to food shortages which in their turn 
affected output in the coal-mining industry, as workers left the mines 
to return to the countryside in search of food. 

Yet the inhabitants of the Inner Zone were, on the whole, for- 
tunate compared with those of the Outer Zone in the South. In the 
Outer Zone, problems of unemployment and surplus stocks were 
superimposed on shortages of food, clothing and equipment. Lack of 
shipping enforced a far greater degree of regional autarky than in 
the north. The Japanese were unable to carry away more than a frac- 
tion of the products they needed from the southern zone, and even 
the little they did carry away they were unable to pay for in goods. 
Among the products shipped to Japan were notably certain key min- 
erals, such as bauxite, chrome and manganese, mainly from Indo- 
china and the Philippines, the two countries in the Outer Zone which 
are nearest to Japan. It is significant that, though all the oil the Jap- 
anese required was available in the Netherlands Indies, the shipping 
shortage made it necessary to expand synthetic oil production inside 
Japan. While Thailand and certain parts of Indo-China had large 
exportable food surpluses, in the rest of the Outer Zone food was 
generally scarce. Even in one of the surplus countries, Indo-China, 
there was an area (Tonkin) which experienced famine conditions 
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jo 1943 - lo Burma, not only was little or no progress made in realiz- 
ing the cotton-growing plans of the Japanese, but a shortage of rice 
— a, commodity normally exported — also developed. This was due to 
deficient inland transport, requisitioning of men and cattle for mil- 
itary purposes, and the lack of any incentive to produce in view of 
the absence of manufactured articles. The most serious food shortage 
developed in Malaya, where tin and rubber had become surplus com- 
modities. In the Philippines, as well as in Malaya, strenuous efforts 
were made to extend the cultivation of cereals for local consumption. 
The once flourishing sugar industry of the Philippines fell into a state 
of decay. 

Latin America 

The Latin-American countries maintained or increased their ex- 
ports during the period under review, while their imports, owing to 
war requirements and controls abroad, declined far below the normal 
level. The gold and foreign exchange reserves which they received 
in return for their export surpluses represented, in effect, a form of 
compulsory saving or deferred expenditure. The shortage of im- 
ported goods and the rise in domestic money incomes gave a great 
stimulus to manufacturing industries in Latin America. But war con- 
ditions prevented an increase in physical equipment commensurate 
with the increase in production. In consequence, the expansion in 
industrial activity entailed a more intensive utilization of existing 
plant. 

In the Argentine, for example, it was stated that “existing mechan- 
ical equipment has had to be used intensively and it has not been pos- 
sible to offset wear and tear by the renewals of machinery which are 
effected in normal times. The fact that the country is using up part 
of its capital goods without replacements gives rise to an accumulated 
demand for such goods which must be covered by imports as soon as 
circumstances allow.”^ The Brazilian cotton mills and the Mexican 
railways are instances in which particularly heavy deterioration of 
equipment has taken place.* The Mexican railways, it may be recalled, 
bore an exceptional strain in 1942 as a result of German submarine 
activity in the Caribbean. 

Shortage of fuel was, in some of the Latin-American republics, 
another obstacle to industrial expansion. In the Argentine, cereals and 
linseed oil were widely used as fuel. At the end of 1944, when cereal 
crops suffered from a severe drought, exports of linseed oil were 
prohibited in order to conserve the domestic fuel supply. In a number 
of countries, however, including notably Brazil, Chile and Uruguay, 

1 Central Bank of the Argentine Republic, Annual Report, 1943, page 3 - 

* See Henry C. Wallich : “The Outlook for Latin America,” in Harvard Business 
Review, Autumn 1944, page 63. 
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the construction of hydro-electric plants provided new sources of 
power. 

In spite of the handicaps mentioned, Latin America achieved a 
considerable degree of industrial expansion, particulars of which are 
given in Chapter II. In 1943-44 total industrial employment in Brazil 
was about 50%, and in the Argentine about 20% above the level of 
1938-39. Steel production plants were set up or enlarged in Brazil, 
Uruguay and Mexico. 

Various measures were taken in 1944 to offset the expansion of 
credit resulting from the inflow of gold and foreign exchange re- 
serves. In Brazil the monetary authorities issued so-called “re-equip- 
ment certificates” entitling the holders to foreign exchange in pay- 
ment for future imports of capital goods. In Chile the central bank 
sold certificates maturing in U.S. dollars in 15 months. In Venezuela 
the central bank restricted its purchases of foreign exchange from 
the oil companies and required these companies to cover part of their 
local currency needs by borrowing from the public. 

Before the war, tax revenue in Latin-American countries was 
greatly dependent on customs duties and hence on the volume of im- 
ports. The war-time decline in imports contributed to the rise in 
prices not only directly, but also indirectly through the resulting drop 
in government revenue, which frequently led to increased government 
borrowing from central banks. In the years 1943-44, however, many 
governments resorted to direct taxation as a means of compensating 
for the declining customs revenue. Excess profits duties were intro- 
duced in a number of countries including the Argentine, Brazil, Co- 
lombia and Ecuador. A progressive scale of income tax was adopted 
in the Argentine. In several other countries income taxes were intro- 
duced or, where they existed before, increased, while customs tariffs 
were in some cases reduced in order to stimulate imports and to lower 
their price. In Brazil the income tax took the place of customs duties 
as the largest single source of revenue. Venezuela introduced an in- 
come tax for the first time, and lowered certain excise and import 
duties. In Chile the decline in the yield of import duties was accom- 
panied by a more than three-fold rise in income tax revenue from 
1939 to 1943. 

This noteworthy change in the fiscal structure undoubtedly helped 
to retard the rise in prices which had caused some concern in the 
earlier war years. As will be seen in Chapter V, in most Latin-Ameri- 
can countries the rate of increase in prices slowed down during the 
years 1943-44. The most important exception was Mexico, where 
prices continued to rise rapidly. A general rise in wage rates was de- 
creed in Mexico in September 1943 and further increases occurred 
subsequently. In addition to public works (road and railway build- 
ing, irrigation schemes and construction of electric power plants), 
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there was a private investment “boom,” fed in part by an inflow of 
capital from the United States. Among the measures adopted to check 
the inflation were sales of gold to the public, increases in banks’ re- 
serve requirements and restrictions on the export of certain goods 
of prime necessity. According to the latest available indications, the 
rise in prices in Mexico appears to have been arrested in the latter 
half of 1944. 

New International Economic Organizations 

The present volume is concerned with developments in war-time 
economic conditions and not with plans and policies which have been 
formulated with regard to the post-war world. Mention should, how- 
ever, be made of the measures which the United Nations have taken 
with a view to the organization of international economic relations. 

Food and Agriculture 

The United Nations Conference on Food and Agriculture which 
was held at Hot Springs, Virginia, in May 1943 adopted a number 
of recommendations concerning the improvement of national diets, 
changes in agricultural production, distribution, marketing, interna- 
tional commodity arrangements and related subjects, and set up an 
Interim Commission composed of delegates from each of the forty- 
four nations represented at the Conference. The main function of the 
Interim Commission was to formulate and recommend for considera- 
tion by each Government a specific plan for a permanent organization 
in the field of food and agriculture. 

The Interim Commission prepared a Constitution of the Food and 
Agriculture Organization of the United Nations, and submitted it 
in August 1944 to the nations concerned for their acceptance. 

According to the Preamble, the nations accepting this Constitution 
are “determined to promote the common welfare by furthering sepa- 
rate and collective action on their part for the purposes of raising 
levels of nutrition and standards of living of the peoples under their 
respective jurisdictions, securing improvements in the efficiency of 
the production and distribution of all food and agricultural products, 
bettering the condition of rural populations, and thus contributing 
towards an expanding world economy.” 

In Article I, the functions of the proposed organization are set out 
as follows: 

“i. The Organization shall collect, analyze, interpret, and dis- 
seminate information relating to nutrition, food and agriculture. 

2. The Organization shall promote and, where appropriate, shall 
recommend national and international action with respect to — 
(a) scientific, technological, social, and economic research relating 
to nutrition, food and agriculture; 
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(b) the improvement of education and administration relating to 
nutrition, food and agriculture, and the spread of public 
knowledge of nutritional and agricultural science and practice; 

(c) the conservation of natural resources and the adoption of im- 
proved methods of agricultural production; 

(d) the improvement of the processing, marketing, and distribu- 
tion of food and agricultural products; 

(e) the adoption of policies for the provision of adequate agricul- 
tural credit, national and international; 

(f) the adoption of international policies with respect to agricul- 
tural commodity arrangements. 

3. It shall also be the function of the Organization — 

(a) to furnish such technical assistance as governments may re- 
quest ; 

(b) to organize, in cooperation with the governments concerned, 
such missions as may be needed to assist them to fulfil the 
obligations arising from their acceptance of the recommenda- 
tions of the United Nations Conference on Food and Agri- 
culture ; and 

(c) generally to take all necessary and appropriate action to im- 
plement the purposes of the Organization as set forth in the 
Preamble.” 

Relief and Rehabilitation 

The United Nations Relief and Rehabilitation Administration 
(UNRRA) was set up in November 1943 by an agreement signed 
by representatives of forty-four nations. The main function of this 
organization is “to plan, co-ordinate, administer or arrange for the 
administration of measures for the relief of victims of war in any 
area under the control of the United Nations through the provision 
of food, fuel, clothing, shelter and other basic necessities, medical 
and other essential services ; and to facilitate in such areas, so far as 
necessary to the adequate provision of relief, the production and 
transportation of these articles and the furnishing of these services” 
(Article I). 

At its first meeting held at Atlantic City, New Jersey, in Novem- 
ber 1943, the Council of the Administration resolved (i) that the 
Administration will operate in liberated areas “from such a time and 
for such purposes as may be agreed upon between the military com- 
mand and the Administration”; (2) that “in the case of a liberated 
area in which a government or recognized national authority exer- 
cises administrative authority, the Administration will operate only 
after consultation with, and with the consent of, the government or 
recognized national authority concerned”; and (3) that any opera- 
tions undertaken in an enemy or ex-enemy area rwuire. in addition, 
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the prior approval of the Council and must be financed by the enemy 
or ex-enemy country concerned. 

The supplies and services to be provided by the Administration 
were set down under four heads: (i) relief supplies, such as food, 
clothing and shelter; (2) relief services, such as health and welfare, 
and the repatriation of displaced persons; (3) rehabilitation supplies 
and services, such as seeds, fertilizers, raw materials and machinery, 
needed '*to enable a recipient country to produce and transport relief 
supplies for its own and other liberated areas’' ; and (4) rehabilita- 
tion of public utilities and services, such as light, water, sanitation 
and transport. 

It was decided that, in order not to impede the successful prosecu- 
tion of the war, ^'demands upon supplies and shipping presented by the 
Administration should be co-ordinated with other demands through 
the use of the existing inter-governmental agencies concerned with 
the allocation of supplies and shipping.” 

The Council recommended that ‘‘each member government shall 
make a contribution for participation in the work of the Administra- 
tion, approximately equivalent to one per cent of the national income 
of the country for the year ending June 30, 1943^^ ; and that at least 
10% of the amount contributed “shall be in such form of currency 
as can be expended in areas outside of the contributing country,” the 
balance to be available in local currency for purchases in the con- 
tributing country. 

At the second meeting of the Council of UNRRA, held at Mon- 
treal in September 1944, the Administration was authorized, without 
the necessity of obtaining prior approval by the Council, to carry out 
operations in enemy or ex-enemy areas for the care and repatriation 
of displaced persons, or for the control of epidemics. In Italy, more- 
over, the Administration was authorized to provide goods and serv- 
ices to a value not exceeding $50 million for the “care of, and wel- 
fare services for, children and nursing and expectant mothers.” 

The first year of UNRRA’s existence was, in the main, a period 
of planning and preparation. The Director General pointed out, in 
November 1944, that the shortage of transport, due to military ship- 
ping needs and the destruction of inland transport facilities, was one 
of UNRRA’s main preoccupations. He also stated that “most of the 
member governments of the countries in western Europe have in- 
dicated that they will not need relief supplies from UNRRA. They 
have foreign exchange resources which they can use for the purchase 
of imported food and clothing and other relief goods. But they do 
need our help in the care and repatriation of their homeless people, 
some aid with respect to health and welfare services, and technical 
help in restoring farm and factory output.”^ In the Mediterranean 

1 UNRRA, Monthly Review, No. 4. 
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area, UNRRA operated a number of camps for refugees, and made 
arrangements with the governments of Greece and Yugoslavia for 
the provision of relief supplies. A committee of the UNRRA Council 
made preparations for relief measures in the Far East. 

International Monetary Fund 

The United Nations Monetary and Financial Conference, which 
met at Bretton Woods, New Hampshire, in July 1944, adopted agree- 
ments for the establishment of an International Monetary Fund and 
an International Bank for Reconstruction and Development. 

The purposes of the proposed Fund are : to provide “machinery for 
consultation and collaboration on international monetary problems” ; 
“to facilitate the expansion and balanced growth of international 
trade” ; “to promote exchange stability, to maintain orderly exchange 
arrangements among members, and to avoid competitive exchange 
depreciation” ; “to assist in the establishment of a multilateral system 
of payments” and “in the elimination of foreign exchange restric- 
tions” ; to make resources available so as to enable members “to cor- 
rect maladjustments in their balance of payments without resorting 
to measures destructive of national or international prosperity” ; “to 
shorten the duration and lessen the degree of disequilibrium in the 
international balances of payments of members.” 

Both the subscriptions to be paid to the Fund and the right to draw 
upon the Fund’s resources will be governed by a “quota” assigned to 
each member country. Upon joining the Fund, each country shall 
contribute to the Fund an amount of gold equal to 25% of its quota 
or 10% of its gold reserve, whichever is smaller. The remainder of 
its quota is to be contributed to the Fund by each country in its own 
currency. 

The aggregate of the forty-four countries’ quotas agreed upon at 
the Bretton Woods Conference is $8,800 million. The largest quotas 
are those of the United States ($2,750 million), theTlnited Kingdom 
($1,300 million), the U.S.S.R. ($1,200 million), China ($550 inil* 
lion) and France ($450 million). 

For making such payments abroad as are deemed consistent with 
the purposes of the Fund, each member country will have the right 
to buy, with its own currency, the currency of another member coun- 
try from the Fund. In any one year, a country may purchase from 
the Fund an amount of foreign currency not exceeding 25% of its 
quota. Moreover, the total amount of foreign currency which a coun- 
try may buy from the Fund over a period of years is limited by a 
provision according to which the Fund’s holdings of any member 
country’s currency shall not exceed 200% of that country’s quota. 
The Fund will have authority, however, to relax these limits under 
certain conditions. 
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If there develops a scarcity of a particular currency, the Fund may 
“issue a report setting forth the causes of the scarcity and containing 
recommendations designed to bring it to an end.” In order to re- 
plenish its holdings, the Fund may seek to borrow such currency 
from the country concerned or offer gold to that country in exchange 
for such currency. If, however, the demand for the currency in ques- 
tion continues to exceed the supply, the Fund shall formally declare 
such currency scarce and shall then apportion its existing and accru- 
ing supply of the scarce currency among the member countries. In 
these circumstances any member country will be authorized “tempo- 
rarily to impose limitations on the freedom of exchange operations 
in the scarce currency” (Article VII, Section 3). 

The agreement lays down a procedure for the initial determination 
of exchange rates among the currencies of the member countries. 
Changes in the exchange rates initially agreed upon shall be made 
only after consultation with the Fund, and only if such changes are 
necessary to correct a “fundamental disequilibrium.” 

Bank for Reconstruction and Development 

The main purposes of the proposed Bank are : “to assist in the re- 
construction and development of territories of members by facilitat- 
ing the investment of capital for productive purposes, including the 
restoration of economies destroyed or disrupted by war”; “to pro- 
mote private foreign investment by means of guarantees or participa- 
tions in loans and other investments made by private investors ; and 
when private capital is not available on reasonable terms, to supple- 
ment private investment by providing, on suitable conditions, finance 
for productive purposes out of its own capital, funds raised by it and 
its other resources.” 

The proposed subscriptions to the Bank, as agreed upon by the 
forty-four countries represented at the Bretton Woods Conference, 
amount to a total of $9,100 million. The subscription of each member 
country will be divided into two parts: 20% will be paid up (2% in 
gold and 18% in local currency) to enable the Bank to make direct 
loans out of its share capital. The remaining 80% will be called only 
when required to meet any obligations arising from the other two 
kinds of loans with which the Bank will be concerned : namely, loans 
made by the Bank out of funds raised by the Bank in the market, and 
loans made by private investors with the guarantee of the Bank. On 
these two types of loans the Bank will charge a commission of i- 
per annum, which will be set aside as a reserve to meet any 
losses that may arise through default or otherwise. It is only when 
this reserve is not sufficient to meet such losses that the unpaid bal- 
ance (80%) of the Bank’s share capital will be drawn upon. The 
total amount of guarantees, participations in loans and direct loans 
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made by the Bank must not exceed the total of the Bank’s share capi- 
tal and reserve funds. 

All loans made or guaranteed by the Bank must be guaranteed by 
the Government, central bank or some comparable agency of the 
borrowing country. Except in special circumstances, loans shall be 
for the purpose of specific projects of reconstruction or development. 
The Bank will give its assistance only to projects that have been 
recommended by a competent committee of the Bank after careful 
study of the merits of each proposal. 

Economic and Social Council 

Proposals for the establishment of a General International Organ- 
ization were made by the Dumbarton Oaks Conference in October 
1944, and are to be considered by a United Nations Conference at 
San Francisco in the spring of 1945. In addition to a General As- 
sembly and a Security Council, the proposed Organization shall in- 
clude an Economic and Social Council, consisting of representatives 
of eighteen members of the Organization elected by the General As- 
sembly for terms of three years. This Council, according to the 
Dumbarton Oaks proposals, will have the following principal func- 
tions: “(a) to carry out, within the scope of its functions, recom- 
mendations of the General Assembly; (b) to make recommendations, 
on its own initiative, with respect to international economic, social 
and other humanitarian matters; (c) to receive and consider reports 
from the economic, social and other organizations or agencies brought 
into relationship with the Organization, and to coordinate their ac- 
tivities through consultations with, and recommendations to, such 
organizations and agencies.” 



CHAPTER II 


PRODUCTION 
Raw Materials 

At no time during the war have the Allies experienced *‘a total or 
catastrophic inadequacy of supply of any large group of raw ma- 
terials/'^ The problem they have had to face has been one of making 
large quantities available in a short time and at the appropriate places. 
Neither Great Britain nor the United States could have realized its 
gigantic war programme without drawing large supplies of materials 
from overseas. Great Britain normally imports most of her raw ma- 
terials, and the resources of the United States, though great, are in- 
adequate to furnish the requirements of an all-out war effort. The 
war economy of the United States has depended in particular on im- 
ports of such strategic raw materials as rubber, manganese, bauxite, 
chromium, copper, zinc, cobalt, tungsten, tin, antimony, sisal and 
jute. 

The shortage, at times critical, of shipping space, together with 
the loss early in 1942 of some major sources of supply (especially 
for rubber, hemp and tin) in the Far East, seriously complicated the 
raw materials problem of the Allies. Moreover, the supply of some 
materials which remained under the Allies’ almost undisputed control, 
such as nickel and mica, has continued to be tight throughout the 
war. Serious shortages of hides and pulp developed in the course of 
1943, but were met by cuts in the allocation of supplies for non-mil- 
itary purposes. The pulp shortage is largely a problem of man-power 
deficiency in the forestry industry during the war, and is capable, 
therefore, of being overcome by augmenting the labour force in that 
industry. In the case of hides, the shortage cannot be corrected di- 
rectly from the production side, since cattle as a rule are not raised 
for their hides. Market supplies will depend mainly upon slaughter- 
ings for food, which are not expected to recover rapidly ; hence it is 
anticipated that a general scarcity of hides will continue well into the 
post-war period. 

Apart from these few exceptions, ample sources of raw material 
supply have remained open to the United Nations; they have been 
able to draw on the great resources of the British Empire and North 
America and also on those of South America, the Middle East and 
the French and Belgian possessions in Africa. In the course of 1943 
it became clear that the military effort of the United Nations was not 
likely to suffer materially from an insufficiency of raw materials. 
Indeed, towards the end of that year, there proved to be a super- 

1 Combined Raw Materials Board, Second Annual Report, Washington, 1944. 
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abundance of a number of materials, particularly in the non-ferrous 
metals group, and surplus supply of others seemed likely to ma- 
terialize, as a result both of the expansion of primary sources and of 
the production of certain synthetic substitute materials. Thus, a prob- 
lem of at least temporary over-supply, or surplus productive capacity, 
of various basic materials in the post-war years is already visible on 
the horizon. 

Tentative estimates regarding rubber^ afford an illustration of this 
point. Shipments of natural rubber from producing countries in 1939 
totalled just over i million tons; in 1941 shipments took place at a 
rate of over million tons.^ In 1939 world output capacity, ex- 
cluding reclaimed but including synthetic rubber, was about 1.7 mil- 
lion tons, or more than 50% in excess of world consumption, which 
amounted to i.i million tons in that year. When Japan occupied the 
chief rubber-growing areas of the Far East, the productive capacity 
of the Malaysian Hevea plantations was estimated at about 1,550,000 
tons. The Hevea trees, hundreds of millions in number, are not easily 
destroyed; they do not burn. It is believed unlikely that more than 
10% of the Far Eastern productive capacity will have been destroyed 
when these areas are liberated. Moreover, such loss as is suffered 
may well be offset by increased production in Latin America, Africa 
and the U.S.S.R. (excluding synthetic rubber production). There 
has also been a rapid development of synthetic rubber production, 
particularly in the United States, where the output in 1944 was ex- 
pected to exceed 800,000 tons. On the assumption that the war will 
be over by the middle of the Torties, the total effective productive 
capacity for the early post-war period has been tentatively estimated 
as follows 

Long tons 


Natural rubber: 

Malaysia 

Latin America and Africa 
U.S.S.R. 


1,400,000 

100,000 

40,000 


Total 1,540,000 

Synthetic rubber : 

United States and Canada 1,000,000 

U.S.S.R. 90,000 

Germany 70,000 

Other countries 50,000 


Total 


1,210,000 


Grand Total 


2,750,000 


iK. E. Knorr, “Rubber After the War,^* War Peace Pamphlets^ No. 4, Food 
Research Institute, Stanford University, 1944. See also The Economist (London), 
July 8 th, 1944. 

2 Published statistics are available for January-November 1941. 

8K. E. Knorr, op, cit. 
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It is anticipated that there will be an exceptionally heavy demand 
for replacement and restocking purposes, and for satisfying other 
deferred requirements, during a comparatively brief post-war transi- 
tion period. Once this early rush has receded, world consumption is 
likely, according to some estimates, to fall off to an average level of 
some 1,600,000 tons per annum for the remainder of the present 
decade. According to these estimates, a surplus capacity of over 70% 
would thus be in prospect. Other estimates, making more liberal al- 
lowance for new uses of rubber, concede the possibility that con- 
sumption may be near to 2 million tons at the end of the ’forties. 
On the other hand, some estimates of the post-war capacity of the 
synthetic rubber industry in the United States alone range as high as 
1.6 million tons. With the transition to a peace economy, considera- 
tions of relative costs and prices will naturally have a more direct in- 
fluence on production than they have had during the war. So far, 
production costs have been much higher for the synthetic than for 
the natural product, and they seem likely to remain so for some years 
to come. Natural rubber still holds an advantage, also, in respect to 
quality for general purposes. Synthetic rubber, on the other hand, has 
undeniable superiority in certain special uses. Hence, there will be 
room after the war for both natural and synthetic rubber. It seems 
highly improbable, however, that world demand in the foreseeable 
future will be large enough to absorb such total quantities of the two 
varieties as are suggested by the estimates of potential output given 
above. This would appear the more unlikely in view of the great ex- 
pansion during the war of the output of reclaimed rubber, which 
product, left out of account above, may well continue to supplement 
the fresh (natural or synthetic) raw product in the manufacture of 
rubber goods, though presumably not to the same extent as during 
the war. 

The International Rubber Regulation Scheme, which became in- 
operative after Japan’s conquests in the Far East, has been termi- 
nated. In August 1944, however, conversations involving the Gov- 
ernments of the United Kingdom, the Netherlands and the United 
States, as well as representatives of the industries concerned, were 
held in London to discuss the rubber problem and to consider the 
desirability of establishing a committee which would keep the rubber 
situation under review. “A large measure of agreement was reached 
on the broad outlines of the rubber position and on the nature of the 
problems that lie ahead.”^ Arrangements were made for carrying out 
a joint programme of studies and for “securing continuing examina- 
tion and further discussion of the problems likely to arise with respect 
to rubber and rubber substitutes.’’ It was agreed to resume the con- 
versations in the near future.* 

1 The Department of State Bulletin, Washington, Augrust 13th, 1944. 

*Ibid. 
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The rapid expansion of the output of s)nnthetic textile materials 
may prove a major factor in the somewhat similar, though less spec- 
tacular, surplus problems which are likely to face producers of cer- 
tain natural textile materials at some date after the war. The main 
sources of supply for the two most important of these, cotton and 
wool, have remained outside the control of Japan and Germany 
throughout the war. The blockade of Continental Europe, which is 
normally an important import market for these products, and the 
strain on ocean shipping in general during the war, greatly reduced 
the export possibilities. Nevertheless, it appears that there has been 
only a comparatively small contraction in the production both of cot- 
ton and of wool in the world as a whole since 1939 or 1940. In the 
Western Hemisphere, and particularly in Latin America, there has 
even been an increase in production (see Tables i and 3 below). 

In the United States, where the acreage under cotton has been 
deliberately restricted, the large cotton crop of 1944 came from the 
smallest acreage since 1895, the yield per acre being the highest in 
history. Deliberate restriction of the cotton acreage has also been ap- 
plied elsewhere, for instance, in India and Egypt, where, since 1942, 
Government subsidies have been paid to growers for shifting from 
cotton to food crops. In both India and Egypt the acreage restriction 
measures have been combined with direct aid to the cotton growers 
in the form of Government purchases of part of the crop. The Brit- 
ish Government participated in this policy in Egypt, buying half the 
Egyptian cotton crop in 1942. 

Mill consumption of American cotton has been well maintained 
during the war. A large increase in the amount of cotton used in the 
United States during the war more than outweighed, up to 1942, the 
drastic decline in the purchases of American cotton by other countries 
whose consumption of all kinds of cotton was sharply reduced. It is 
estimated by the United States Department of Agriculture that the 
total consumption of all kinds of cotton outside the United States 
had shrunk in 1942 and 1943 to roughly two-thirds of the 1934/38 
average (see Table 2). The main reason was the closing of the Con- 
tinental European market. 

As a net result of these changes in crops and in consumption, the 
carry-over of American cotton on August ist, 1944 was about 11.4 
million bales (nearly all held in the United States), as compared with 
the 1934/38 average of 9.4 million. As the carry-over in the summer 
of 1939 was more than 14 million bales, however, it is evident that 
a substantial proportion of the immediate pre-war surplus has been 
worked off in the course of the war. On the other hand, it is esti- 
mated that the world carry-over of all other kinds of cotton, which 
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averaged 7.2 million bales from 1934 to 1938 (and was 7.5 million 
bales in 1939) > had exactly doubled by the end of July 1944. Hence, 
the total estimated carry-over of all kinds of cotton at that date, 
amounting to 25.8 million bales, of which 10.7 million in the United 
States, was nearly equal to one year’s world crop. 

In the case of wool, the surplus position is very similar. Wool 
production in the Americas rose steadily up to 1943, the expansion 
being particularly marked in the Argentine, where output rose as 
much as 40% above the 1934/38 average. The available estimates 
for 1944 indicate a small drop (by some 4%) in the output both of 
the Argentine and of Uruguay. The annual clip in Oceania and Brit- 
ish South Africa, which together account for over 40% of the world 
output, reached its peak in 1941. In the course of the following three 
years the clip was gradually reduced to about 90% of the old level. 
A serious drought in 1944 was partly responsible for the decline in 
the Australian clip (cf. Table 3). 

Table i 

Estimated World Production of Cotton 

Thousands of bales of 478 lbs. net 


1938 1939 1940 1941 1942 1943 1944 

United States ii,943 11.817 12,566 10,744 12,817 11,427 12,228 

Latin America : 

Brazil 1,989 2,140 2,507 1,844 2,089 2,675 

Argentine, Peru, 

Mexico 1,030 1,050 917 1,077 1,302 1,343 

Other countries 102 102 105 107 120 120* 


Total Latin America . 3,121 3,292 3,529 3,028 3,511 4,138 


Total Western 

Hemisphere 15,064 15,109 16,095 13.772 16,328 15,565 

India 4.248 4.136 5,090 5,127 3,935 4,263 3.200 

Egypt 1,728 1,800 . 1,900 1,735 877 740 901 

Anglo-Egypt, Sudan . . . 263 245 247 248 310 195 

Turkey 306 300 218 268 230 217 265 


Total of above 

countries 21,609 21,590 23,550 21,150 21,680 20,980* 

U.S.S.R 3,800 4,000 3,000) 

China (inch Manchuria) 2,300 1,883 2,345 6,400 5,900 

All other countries 1,400 1,500 1,600 ) 


Grand Total 29,100 29,000 30,500 27,550 27,580 


* Provisional data. . 

Sources: U.S. Department of Agriculture, Foreign Crops and Markets ; National 
statistics. 
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Table 2 


Estimated Mill Consumption of Cotton^ 


Bales (000,000’s) 


United States All other Countries 


World Totals 


Amer- 
ican Other 
Cotton Cotton 


1934/38 

6.3 

O.I 

1939 

77 

O.I 

1940 

9.6 

O.I 

1941 

II.O 

0.2 

1942 

10.9 

0.2 

1943 

9.8 

O.I 


Amer- 
ican Other 


Total 

Cotton 

Cotton 

Total 

64. 

5.5 

16.0 

21.S 

7.8 

5-2 

15-5 

20.7 

97 

2.3 

14.5 

16.8 

11.2 

1.2 

13.1 

14.3 

II. I 

1*3 

12.5 

13.8 

9.9 

1.2 

12.6 

13.8 


Amer- 


ican 

Other 


Cotton 

Cotton 

Total 

11.8 

16.1 

27.9 

12.9 

15.6 

28.5 

1 1.9 

14.6 

26.5 

12.2 

13-3 

25.5 

12.2 

12.7 

24.9 

II.O 

12.7 

237 


» Excluding destroyed cotton. 

Source : U.S. Department of Agriculture, Cotton Situation, November 1944. 


Table 3 

Estimated World Production of Wool 


Greasy basis: lbs. (000,000’s) 



1934-38 

1939 

1940 

1941 

1942 

1943* 

1944 * 

United States and Canada 
Latin America : 

442 

444 

452 

473 

477 

469 

440 

Argentine 

370 

443 

474 

494 

S18 

520 

500 

Uruguay 

118 

134 

139 

117 

124 

136 

130 

Other countries 

115 

117 

114 

116 

1 14 

115 

II6 

Total Latin America . . 

603 

694 

727 

727 

756 

771 

746 


Total Western 


Hemisphere 

British Empire Exporters : 

1,045 

1,138 

1,179 

1,200 

1,233 

1,240 

1,186 

Australia 

995 

1,128 

1,142 

1,167 

1,150 

1,098 

1,000 

New Zealand 

299 

310 

332 

345 

340 

330 

340 

British South Africa . . 

239 

246 

271 

260 

260 

250 

240 

Total British Empire 

Exporters 

1,533 

1,684 

1,745 

1,772 

1,750 

1,678 

1,580 

British Isles 

125 

129 

126 

108 

104 

103 

104 

Total of above countries 

2703 

2,951 

3,050 

3,080 

3,087 

3,021 

2,870 

U.S.S.R 

. 210 

300 

330 

340 

270 

230 

. . . 

Continental Europe 

401 

429 

402 

400 

398 

389 


All other countries 

406 

440 

428 

420 

405 

410 

... 

Grand Total 

3,720 

4,120 

4,210 

4,240 

4,160 

4,050 (3,900) 


♦ Mostly preliminary data. 

Sources: U.S. Department of Agriculture, Foreign Crops and Markets; National 
statistics. 
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Table 4 


Annual Wool Exports of Five Principal 
Southern Hemisphere Producers 


Lbs. (000,000's) 

Main destinations : Total to 


Seasons Continental Other desti- all desti- 

U.S.A. U.K.a Europe Japan nations nations 
1934/35-1938/39 •... 1 13 641 771 189 27 1,741 

1939/40 242 827 504 96 40 1,709 

1940/41 786 363 25 98 98 1,370 

1941/42 1,039 424 22 13 131 1,629 

1942/43 665 344 15 — 155 1,179 

1943/44 618 445 17 — 85 1,165 


Source : U.S. Department of Agriculture, Foreign Crops and Markets^ November 
27th, 1944. 

According to a report recently released by the British Government and sum- 
marized in Foreign Crops and Markets^ January 15th, 1945 retained imports of raw 
sheep wool from all sources into the United Kingdom by calendar years were as 

Lbs. (000,000-s) 


Average 1935-38 609 1940 1,006 1942 412 

1939 703 1941 329 1943 267 


In peace-time the domestic requirements of the five principal pro- 
ducing countries of the Southern Hemisphere (Australia, New Zea- 
land, South Africa, the Argentine, and Uruguay) absorbed only 
about 8% of their clip. Increased local utilization during the war has 
raised that proportion to about 15%. The total wool exports of these 
countries were sharply reduced, despite a large increase in shipments 
to the United States (c/. Table 4). 

Both in 1942/43 and in 1943/44 the total shipments from these 
five countries were one-third (or almost 600 million pounds) below 
the pre-war average. As a result, heavy stocks accumulated in these 
as well as in other countries. The exports to the United States in 
1940/41 and 1941/42 {cf. Table 4) included large shipments made 
under a special agreement between the British and the United States 
Governments to build up a stock pile of wool in the United States 
where it would be available to United States users, or whence it could 
be transported to the United Kingdom, in case communications with 
the Southern Hemisphere sources of supply should be cut. This agree- 
ment was terminated in July 1942. Imports have continued on a large 
scale, however, for commercial purposes; war-time consumption in 
the United States rose to about 1,000 million pounds per annum, 
only two-fifths of which could be met from domestic production. 
Nearly 300 million of the 618 million pounds of Southern Hemi- 
sphere wool shipped to the United States in 1943/44 was supplied 
by the Argentine and Uruguay. Despite these exports, wool stocks 
in those two countries together rose from 440 million pounds at the 
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beginning of the 1943/44 season to 584 million at the end of that 
season. Almost all the wool shipped to the United Kingdom is sup- 
plied by the British Empire exporters in the Southern Hemisphere. 
The British Government undertook to purchase their entire wool clip 
for the duration of the war (including the war with Japan) and for 
one year after, and is thus the owner of the huge stocks accumulated 
in these countries since the beginning of the war. Similarly, in the 
United States, the Commodity Credit Corporation purchased the 
non-contracted portion of the 1943 domestic wool clip, and has 
been buying the 1944 clip at prices which are remunerative to pro- 
ducers who are unable to compete with the cheaper imported wool. 
In South America the unsold wool has simply accumulated in private 
hands. 

The position of recorded wool stocks in July 1943, that is, at the 
end of the 1942/43 season, has been summed up by the United 
States Department of Agriculture^ as follows : 

Wool stocks, greasy basis 
lbs. (000,000’s) 

British and U.S. Government-owned, 


stored in the U.S. A. 800 

Privately owned in U.S. A. 560 

British owned, stored in Australia, 

New Zealand and South Africa 1,400 

Privately owned in the Argentine 
and Uruguay 440 


Total 3,200 


It is probable that the world total was considerably higher than 
this aggregate, which excludes the stocks held in the United King- 
dom, for which no figures are available, and also minor unrecorded 
stocks elsewhere. At the beginning of the 1943/44 season, stocks of 
wool in the five principal wool countries of the Southern Hemisphere 
totalled 1,840 million pounds, or nearly 60% of the aggregate shown. 
By the end of the 1943/44 season, they had grown to 2,500 million 
pounds, and privately-owned stocks in the United States had in- 
creased to 650 million pounds.^ Recorded stocks were, therefore, not 
much below, and total world stocks were no doubt considerably above, 
4,000 million pounds. Thus, the total world stocks probably exceeded 
by a wide margin one yearns world production (c/. Table 3).® 

In view of the fact that after five years of war the world produc- 

1 Foreign Crops and Markets ^ February 1944. 

2 Foreign Crops and Markets^ November 27th, 1944. Privately-owned stocks in the 
United States may subsequently have been increased further by purchases of CkDvern- 
ment-owned foreign wool sold at public auction in the autumn of 19^ 

® By December 1944, according to the Daily Mail (Transatlantic edition, December 
27th, 1944) British-owned stocks alone amounted to 4,000 million pounds — ^pre- 
sumably including stocks held in the United Kingdom — which suggests that world 
stocks were close to, if not in excess of, a total of 5,500 million pounds. 
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tion both of cotton and of wool is as high as or even higher than it 
was in pre-war years, the large unused reserves of these materials 
which already exist and are likely to increase further before the war’s 
end, would appear to be ample for meeting the anticipated rehabilita- 
tion requirements in the post-war transition period. Indeed, total sup- 
plies may prove to be so large in relation to the post-rehabilitation 
demand as to invite drastic production adjustments, especially in view 
of the increasing competition from synthetic textile materials. Part 
of the pre-war import market in Continental Europe, where synthetic 
textile production has developed rapidly during the war, may well 
have been permanently lost to oversea exporters of natural textile 
fibres. 

A general idea of the development during the war of the synthetic 
textile industry, which was still in its infancy some ten years ago, is 
afforded by Table 5. So far as Europe is concerned, this table is based 
mainly on estimates computed by the United States Department of 
Agriculture. It covers only rayon and staple fibre production (from 
wood pulp), and hence disregards other synthetic textiles which may 
be quite important now, even though before the war their manufac- 
ture was only in the experimental stage. Both rayon and staple fibre 
compete with cotton (and silk), and staple fibre can, to some extent, 
be used also as a substitute for wool in certain mixtures. 

Though still relatively unimportant outside Europe, the produc- 
tion of staple fibre in Continental Europe was nearly three times that 
of rayon in 1942. The Continent’s output of rayon and staple fibre 
taken together was more than three times (in Germany with annexed 
territories, about four times) as great as it had been in the last pre- 
war quinquennium. In North America the production in 1942 was 
about twice as large as the 1934/38 average. The 1942 output on the 
European Continent alone is estimated to have been equivalent to 
some 4.8 million bales of cotton. Table 5 excludes those parts of the 
world for which 1942 production estimates are not available. It is 
known, however, that by 1937/38 Japan and Latin America were 
producing rayon and staple fibre at a yearly rate of some 750 million 
pounds. By 1942 the world output of synthetic textiles, not counting 
nylon and other kinds the production of which is not recorded, was 
probably close to 4,000 million pounds, rayon accounting for 1,660 
million and staple fibre for over 2,000 million pounds. The estimated 
world production of cotton in that year amounted to between 13,000 
and 14,000 million pounds, and that of wool to somewhat over 4,000 
million. It is believed that by 1944 rayon and staple fibre production 
had gained still further in relative importance. The production of 
synthetic fibres will, no doubt, continue to expand after the war ; in 
particular, there is likely to be a rapid increase in the production of 
certain low-priced high-quality substitutes for wool which are re- 
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Table 5 

Estimated Production of Rayon and Staple Fibre 

Lbs. (000,000’s) 

Average 



1927-1933 

Rayon 
(and staple 
fibre) a 

Average 1934-38 
Staple 

Rayon Fibre Total 

Rayon 

I 942 t> 

Staple 

Fibre 

Total 

United States 

132 

265 

14 

278 

479 

153 

632 

Canada 

5 

13 

— 

14 

18 

— 

19 


— 

— 

— 

— 

- ' '■ 




Total North America 

137 

278 

14 

292 

497 

153 

651 

United Kingdom 

57 

109 

20 

129 

90 

45 

135 

U.S.S.R 

3 

14 

— 

14 

30 

— 

30 

Continental Europe : 

Germany, Austria, 

Czechoslovakia, 

Poland 

72 

130 

142 

273 

220 

880 

1100 

Italy 

69 

93 

104 

198 

132 

330 

462 

P’rance 

43 

61 

8 

69 

69 

128 

197 

Belgium, Netherlands 

29 

35 

I 

36 

44 

28 

73 

Switzerland, Sweden, 

Norway, Finland . . . 

10 

12 

I 

13 

19 

31 

49 

Spain, Portugal .... 

3 

5 

— 

5 

9 

20 

29 

Hungary, Roumama, 

Greece 

I 

I 

— 

I 

7 

8 

15 


— 

— 

— 

— 

I 

— 

■ - 

Total Continental 

Europe 

227 

337 

256 

595 

500 

142s 

192s 


— 

— 

— 

— 

■ — 

■ — ■ 


Grand total 

424 

738 

290 

1030 

1117 

1623 

2742 


« Almost exclusively rayon ; staple fibre production was insignificant prior to 1934. 

^Largely conjectural data. 

Source: U.S. Department of Agriculture, Cotton Situation, September 1944; 
National statistics. 

ported to be successfully derived from soya beans and other sub- 
stances rich in proteins. 

The production of a new textile fibre from rubber is reported to 
have been started in Japanese-controlled southeastern Asia, where 
rubber is also being used for manufacturing substitute petrol.^ 

Petroleum production in 1941 in the Netherlands Indies, Borneo 
and Burma, which were occupied by the Japanese in 1942, totalled 
8.8 million metric tons.^ This figure, together with the 0.4 million 
tons produced in Japan and Formosa, constituted less than 2% of the 
498 million tons produced in 1941 in the world excluding Continental 
Europe. The production of Continental Europe in that year may have 
amounted at the most to 14 million tons, including the synthetic oil 

^The Economist (London), December i8th, 1943. 

2 It is not definitely known to what extent the destruction of wells and equipment 
before they fell into enemy hands will have lasting effects on the output of these 
countries in the future. 
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output/ Since the bulk of the world’s petroleum resources remained 
within the orbit of the United Nations, there has been no over-all 
shortage of productive capacity on their side. A substantial part of 
the Russian production, which totalled over 33 million tons in 1941, 
was, however, temporarily put out of commission by Germany’s pene- 
tration into Soviet territory in 1942. Moreover, serious transporta- 
tion problems have faced the United Nations. Because of the tanker 
shortage, the major Latin- American producers are said to have cut 
their output well below the 1941 level. Restrictions on output have 
also been applied in the Middle East.^ On the other hand, North 
American production, which amounted to 191 million metric tons 
in 1941, has increased since 1942. In 1944 it reached an estimated 
total of 227 million tons, or nearly one-third more than the amount 
(172 million tons) extracted in 1939. Nevertheless, the war require- 
ments, particularly of gasoline, have made it necessary for civilian 
consumption to be severely rationed. 

Coal production during the war has increased in certain countries, 
including the United States and Germany. On the whole, however, 
coal has been in short supply in relation to war-time requirements. 
Even in the United States the coal supply caused some concern in 
1944, Production declined after 1942 in Canada and Australia, but 
continued to rise in the Union of South Africa, according to some- 
what incomplete preliminary data. In ‘‘Greater Germany” the increase 
in the output of hard coal by some 12 or 13% between 1938 and 
1943 occurred mainly in the Silesian mines annexed from Poland 
and Czechoslovakia; lignite production rose by about 35 %. At the 
same time, however, there was an increased demand for both hard 
and soft coal for the manufacture of synthetic oil and other substi- 
tute materials. 

For Continental Europe outside “Greater Germany,” no complete 
statistics of coal production have been published since 1938, when the 
output amounted to 102 million tons of coaP and about 21 million 

1 It is reported that petroleum production has expanded rapidly during the war in 
Austria and Hungary, where only 63,000 and 43,000 tons, respectively, were ex- 
tracted in 1938. Hungary’s production had risen to 550,000 tons by 1941, and is 
estimated to have reached some 750,000 tons in 1944. It is believed that Austria had 
an output of about 1,500,000 tons in 1944 from the new petroleum fields which have 
been found to constitute one of the most important natural resources of that country. 

2 Official production data for recent years are not available for most of Latin 
America and the Middle East. In 1941 they produced 51.4 and 13.4 million tons, 
respectively. Venezuela’s production, officially reported at 33,4 million tons in 1941, 
is stated by a correspondent to The Economist, London, March 24th, 1945, to have 
been reduced to about 27 million tons in 1942, owing to the U-boat menace in the 
Caribbean and the partial destruction of the Aruba refineries by enemy action in 
February of that year. In 1943 the Venezuelan output would appear to have re- 
covered to roughly 30 million tons and in 1944 to have reached a new top figure of 
over 35 million tons. 

® Excluding 52 million tons produced in those parts of Poland and Czechoslovakia 
which were later incorporated in “Greater Germany.” In Table 6 these 52 million 



71 


Table 6 

Coal Production 

Metric tons (ooo,ooo*s) 


1939 1940 1941 1942 1943 1944* 

United States 404.9 464.7 515.0 580.9 586.2 620.0 

Canada: Coal ii.i 12.6 12.9 13.0 11.5 11.3 

Lignite 3.1 3.3 3.7 4.1 4.6 4.2 

Latin America 4.0 4.5 4.8 5.3 

Africa 18.5 19.2 20.3 

Oceania 14.8 13.1 15.6 16.3 15.5 15.1 

United Kingdom 235.1 227.9 209.7 208.2 202.1 (196.0) 

“Greater Germany”*^ : 

Coal 238.0c . . . 268.2<i 

Lignite 211.0c . . . 286.4^ ' . 

Hard coke 49.0c ^ ^ ^ 53.4^ 


a Preliminary. ^ The pre-war data and those for 1943/44 cover identical territory. 
^ 1938. ^ April 1943-March 1944. 

Note : The source for the German data for 1943/44 is an article by the Diplomatic 
Correspondent of The Times (London), November 22nd, 1944. 

tons of lignite. Output is known to have fallen considerably, however, 
in most of the occupied countries. Moreover, serious disorganization 
of transport facilities has further reduced the supplies effectively 
available, especially to civilian consumers. In the Soviet Union, as 
was stated in Chapter I, the rich coal mines of the Donets Basin were 
flooded by the retreating Germans in 1943. The decline in the coal 
production of the United Kingdom has been due in part to the with- 
drawal of labour normally employed in mining for export, which 
virtually ceased during the war. 

The figures for iron and steel production given below testify to 
the rapid industrial expansion which has taken place in those parts 
of the world that are farthest removed from the active theatres of 
war. 

Britain's steel output, in contrast to her coal output, has been well 
maintained during the war. In 1938 Germany's iron and steel output, 
including the production of Austria but excluding that of the Sude- 
tenland, amounted to 18.6 million tons of pig-iron and alloys, and 
23.2 million tons of steel ingots and castings. Production elsewhere 
in Continental Europe amounted to 15 million tons of pig-iron and 
18 million tons of steel, of which 85% and 75%, respectively, were 
derived from countries later occupied by Germany. According to 
such scattered information as is available for the war years, it would 
appear that Germany increased her steel output between 1941 and 

tons have been included in the pre-war figure for “Greater (krmany" in order to 
render it directly comparable with the 1943/44 figure. Production in 1938 within the 
territory actually constituting “Greater Germany” at the end of that year amounted 
to: coal 186 million, lignite 21 1 million and hard coke 44 million metric tons. 



— 72 — 


1943 - Aggregate production of both steel and iron in the occupied 
areas, on the other hand, appears to have declined during the war. 
In 1944, with the increased bombing of Germany and the liberation 
of much of Western Europe, both German production and the sup- 
plies available to Germany declined. 


Table 7 

Iron and Steel Production 


Metric tons (ooo's) 



1939 

1940 

1941 

1942 

1943 

1944a 

Pig-Iron and Ferro-alloys : 

United States 

• 32.366 

42,999 

50,860 

54,400 

55,812 

56,150 

Canada 

84s 

1,325 

1,580 

1,986 

1,790 

1,846 

Brazil 

160 

186 

209 

214 

249 

291 

Mexico 

95 

92 

85 

127 

. 

. 

Union of S. Africa 

300 

304 

315 

365 

408 

500 

United Kingdom 

8,108 

8,326 

7,508 

7,726 

7,302 

. 

Steel Ingots and Castings : 

United States 

• 47,897 

60,76s 

75,148 

78,066 

80,624 

81,160 

Canada 

. 1,407 

2,046 

2,451 

2,832 

2,725 

2,744 

Brazil 

114 

141 

155 

160 

184 

220 

Mexico 

77 

95 

95 

95 

. 

, 

Union of S. Africa 

314 




, 

United Kingdom 

. 13,433 

13,183 

12,509 

12,968 

13,239 

• 

a Preliminary data. 


In England the production of steel has been better maintained than 
that of pig-iron; a growing proportion of the former has apparently 
been derived from scrap. On the European Continent, when the war 
is over, large supplies of scrap iron and steel are expected to be forth- 
coming from the battlefields. Another addition to post-war iron and 
steel supplies will come from Latin America, where iron and steel 
productive capacity is being rapidly expanded by the establishment 
of modern plants in several countries. The new Volta Redonda Steel 
Works which are under construction in Brazil are being built for an 
annual capacity of i million tons.^ In 1944 Brazil produced 220,000 
tons of steel and 291,000 tons of pig-iron and ferro-alloys. 

The output since 1939 of the base metals and of various light met- 
als essential for ferro-alloys and other special purposes is shown in 
Table 8, which covers all the major producing countries for which 
production data are available for any part of the war period. The out- 
put of nearly all of these metals within the orbit of the United Na- 
tions has been greatly increased. The expansion was particularly 

1 Bulletin of the Pan-American Union , September 1944, page 538. 
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Table 8 


Recorded Production of Non-Ferrous Metals 
in Principal Producing Countries 

Metric tons (ooo’s) 



1939 

1940 

1941 

1942 

1943 

1944a 

Copper 

United States 

698 

922 

1,015 

I, III 

1,104 

975 ’*' 

United States, secondary 

453 

4S3 

659 

842 

9S5 

230* 

Canada 

229 

256 

254 

245 

233 

Mexico 

41 

33 

42 

, 


, 

Chile 

326 

347 

456 

478 

489 

500* 

Peru 

34 

34 

28 

30 

28 

27 

Belgian Congo 

123 

150* 

i 62 ’*‘ 

176* 

157 * 

, 

Northern Rhodesia 

215 

243* 

, 




Union of South Africa . 

10 

14 

19 

21 

23 


Oceania’^ 

23 

23 

36 

30 

30 


Spain (black, blister & 

electrolytic) 

10 

9 

9 

15 

19 

. 

Sweden 

II 

13 

i8^ 



, 

Turkey 

7 

9 

II 

8 

10 


Lead 

United States 

439 

484 

518 

514 

408 

400* 

United States, secondary 

219 

236 

361 

293 

310 

. 

Canada 

173 

200 

207 

221 

204 

130 

Mexico 

169 

172 

128 

, 



Argentine 

14 

13 

18 

21 

. 


Peru 

21 

32 

33 

38 

44 


Oceania^ 

237 

254 

242 

259 

223 


Spain 

26 

46 

43 

39 

41 


Zinc 

United States 

460 

613 

747 

809 

855 

786 

United States, secondary 

172 

201 

258 

300 

334 


Canada 

159 

168 

194 

196 

187 

154 

Mexico 

36 

34 

32 




Oceania^ 

71 

74 

77 

77 

78 

. 

Spain 

13 

12 

19 

19 

17 

. 

Tin 

Bolivia 

27.6 

38.5 

42.7 

38.9 

41.0 

39 - 5 * 

Belgian Congo 

9.8 

12.6 

16.5 

16.5 

18.0 


Nigeria 

9.6 

10.4 

16.0* 

17.0 

. 


Oceania 

3 - 7 * 

4.2* 

3.5* 

2.9* 



Portugal 

1-4 

1.6 

1.5 

3.0 

3.4 


Asia 

120.S 

167.0 

170.0* 




Aluminium 

United States 

148 

187 

280 

473 

83s 

704 

Canada 

75 

99 

194 

309 

450 


United Kingdom 

25 

19 

23 

48 

57 


U.S.S.R 

45 

55 

60 




Japan 

23 

35 

50 

. 

. 


Germany 

200 

240 

310 

350 

325 


Hungary 

2 

3 

6 

7 

10 


Italy 

34 

40 

48 

45 

46 


Norway 

31 

25 

30 

40 

35 


Switzerland 

27 

28 

26 

24 

19 


Nickel 

Canada 

103 

III 

128 

129 

131 

I 2 S 

Oceania 

II 

10 

. 

. 

. 

. 


a Year’s production estimated from monthly data available. 

Twelve months ending with June of each year shown. 

♦ Preliminary or partly estimated. 
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Table 8 (concluded) 

Recorded Production of Non-Ferrous Metals 
in Principal Producing Countries 

Metric tons 


Antimony (metal content 
of ore mined) 

1939 

1940 

1941 

1942 

1943 

1944' 

United States 

359 

448 

I,IOI 

. 

. 

879 

Canada 

SS6 

1,177 

1,445 

1,379 

505 

Mexico 

7,873 

12,267 

11,131 

128 




Argentine 

120 

114 

45 



Bolivia 

10,060 

11,753 

14,872 

17,643 

17,973 


Peru 

847 

896 

1,569 

1,454 

2,379 


Oceania 

350 

265 

400 

800* 



Portugal 

189 

269 


135^ 


. 

Czechoslovakia^ 

1,000* 

1,200* 

5,800* 

1,900* 

3,400* 


. 

Yugoslavia 

Cadmium 

4,500* 





United States 

2,173 

2,886 

3,281 




Canada 

426 

412 

568 

521 

357 

249 

Oceania 

Magnesium 

175 

175 

195 

166 

166,544 

152,800 

United States 

3,039 

5,680 

14.783 

44,418 

United States, secondary 



1,5^9 

5,700 

10,345 

13,600 

Canada 

— 

— 

5 

367 

3.245 

4,835 

United Kingdom 

Molybdenum (metal 
content of ore mined) 

5,000 

6,000 

11,000 

18,000 

23,000 


United States 

13,755 

15,564 

18,308 

25,828 

27,972 

18,000* 

Canada 

I 

5 

47 

43 

150 

400* 

Mexico 

523 

309 

521 

. 

. 


Chile 

30 

267 

229 

1,095 



Peru 

II5 

176 

147 

194 

99 


Oceania 

Tungsten (trioxide—WOa 
— content of ore mined) 

36 

18 

22 

7 



United States 

2,333 

2,895 

3,574 

5,080 

6,496 

5,700* 

Argentine 

810 

843 

1,071 

1,317 



Bolivia 

2,002 

2,510 

2,613 

3,363 

4,141 

, 

Oceania 

632 

700 

698 

468 



Portugal 

2,370 

2,641 

3,997 

2,931 

3,636 

2,089 

Spain 

149 

161 

327 

984 

2,600 


China 

6,948 

7 , 500 * 

9,000* 

10,000* 



Malaya 

355 

320 

. 




Burma 

4,400* 

5,400* 





Indo-China & Thailand . 
Vanadium (metal content 
of ore mined) 

533 

471 


• 

* 

* 

United States 

900 

981 

1,140 

2,014 

2,534 

1,500 

Mexico 

148 

57 

I 




Peru 

1,102 

1,160 

1,000 

1,024 

‘889 


Northern Rhodesia .... 

388 


. 

South-West Africa 

Quicksilver 

515 

428 

269 

• 



United States 

642 

1,302 

1,549 

1,753 

1,790 

1,293 

Canada 

— 

70 

243 

470 

767 

334 

Mexico 

254 

402 

798 


China 

2 

118 

X 

236* 



Spain 

1,238 

1,800 

2,492 

. 



® Slovakia only. 

♦ Preliminary or partly estimated. 

Sources : Statistical Yearbook and Monthly Bulletin of Statistics of the League 
of Nations, 
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rapid in the United States, Canada, Bolivia, Chile and Peru. The 
most spectacular increases have taken place in the output of mag- 
nesium, aluminium (chiefly for aircraft production, but partly, also, 
to replace tin^ in certain uses), quicksilver, antimony and molybde- 
num, Among the base metals, zinc has shown the most rapid ex- 
pansion. 

The supplies of many metals became so plentiful that it was pos- 
sible to slacken the rate of output, at least in the United States and 
Canada in 1944, or for some items (for example, lead and antimony) 
in 1943 or even 1942. According to the relevant group index of 
the Federal Reserve Board's general production index, non-ferrous 
metal smelting and refining in the United States reached a peak late 
in 1943, as is shown below: 

Non-Ferrous Metal Smelting and Refining in the United States 

(1935/39 = 100) 

Annual Quarterly 

Averages Averages 


1937 

125 

1943, I 

249 

1938 

...... 89 

II 

269 

1939 

113 

Ill 


1940 

139 

IV 

306 

1941 

163 

1944, I 


1942 

205 

II 


1943 

277 

Ill 

226 

1944 

247 

IV 



By the end of 1943, the stocks that had been accumulated in the 
United States out of the rapidly rising domestic production and the 
substantial imports, had grown so large in the case of most base and 
light metals that they were considered to be in excess of requirements. 
The United States Government therefore began to curtail the pro- 
duction of certain minerals by stopping the premia paid to some 
marginal mines. A number of aluminium reduction plants were also 
closed down late in 1943 and in 1944; aluminium stocks had risen 
from 1.8 million short tons at the end of 1942 to 4.9 million at the 
end of 1943. Action intended to reduce copper production in North- 
ern Rhodesia was taken by the British Government in January 1944, 
when it announced that it would cut copper purchases by stages until 
a total reduction of 20 to 25% was reached. 

Industrial Activity 

Continental Europe 

It appears that German war production was, on the whole, ex- 
panding up to the end of 1942 or the beginning of 1943. This ex- 

1 The main sources of tin production became inaccessible early in 1942. The Allies 
had at their disposal, however, substantial strategic reserves of this metal for pur- 
poses of munitions production. 
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pansion was based partly on incisive cuts in production for civilian 
use and partly on the raw materials, labour and machinery obtained 
from the occupied areas, the productive activity of which had for the 
most part been geared to the needs of the German war economy. 

From the summer of 1943 onwards, however, the losses of man- 
power and of sources of raw material supplies due to the military 
reverses in the East, South and West, and more especially the havoc 
wrought by the stepped-up aerial bombardment of industrial areas, 
caused a marked deterioration in German armaments production. 

The output of civilian goods was subjected to further heavy re- 
ductions from the beginning of 1943 onwards. Indeed, the increase 
in the scope and strictness of ^‘total mobilization, which occurred 
after the defeat at Stalingrad and again, in the summer of 1944, 
after the landing of Allied armies in France, led to the curtailment 
of all activities serving the purposes of civilian consumption to what 
appears to be the barest minimum. In the latter part of 1944 prac- 
tically nothing but food was being produced for civilian use in Ger- 
many. 

All possible measures were taken to release additional labour for 
war work. All 'luxury'’ shops were closed, and other retail shops 
were eliminated in varying degree according to their nature. A much 
smaller number of bank offices than previously was allowed. Domestic 
servants were ruthlessly reduced in number and were altogether 
denied to childless couples. Also, the personnel of the central and 
local government administration, of postal and communications serv- 
ices, of the police, and finally, of the Nazi party itself, was included 
in the combing-out process. 

In contrast to the situation in, for instance, the United States, 
there was no longer much possibility of extending working hours. At 
the outbreak of the war they were already about 60 hours per week, 
and possibly exceeded the limit consistent with maximum output.^ 
In order to maintain production, recourse was had to the employ- 
ment of an ever-increasing number of foreign workers. Their num- 
ber is variously estimated. According to an estimate made by the 
International Labour Office, the number in "Greater Germany" at 
the beginning of 1944 was nearly 9 million, of which 6^ million 
were civilian workers and over 2 million were employed prisoners 
of war. A substantial proportion, especially of the latter, were doing 
agricultural work. Most of the civilian workers were compulsorily 
drafted from the occupied countries, and their productivity was 

1 Experiments carried out in a sample factory in Germany have shown that the 
increase in hours from 48 to 60 a week, or by 25%, led to an increase in output by 
5%, the decreased output per hour being due largely to a higher proportion of illness 
and shoddy work. (See The Economist, July 22nd, I944*) In April 1943 a spokesman 
of the German Labour Front is reported to have warned against further extensions 
of the working week. (See International Labottr Review, August 1943.) 
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lower, on the whole, than that of the German labour which they were 
meant to replace. 

In the effort to economize both raw materials and labour, the 
process of rationalization of industry was intensified, especially as it 
became necessary to rely increasingly on the employment of unskilled 
labour.^ The exchange of technical and other information between 
different undertakings was organized on an industry basis with the 
aim of increasing output in the less efficient plants. In conjunction 
with these measures, there was an increased standardization of tools 
and designs.^ Special measures were also taken to save scarce raw 
materials and fuel ; building was curtailed, and a special commissioner 
was appointed to further the substitution of light metals for steel and 
other metals. 

In order to render the industrial apparatus less vulnerable to bomb- 
ing, which was concentrated particularly on the industrial centres in 
the West, industry was increasingly decentralized by dispersion to 
the countryside or removal to supposedly less exposed places in the 
East.^ In addition, increasing numbers of assembly shops and other 
plants were placed underground. 

In the occupied countries of western Europe, which were deprived 
of a large part of their manpower, and suffered an even greater 
shortage of raw materials that were normally imported, there was 
during the occupation a severe decline in the level of industrial pro- 
duction as a whole, and especially in those branches of industry which 
did not serve the requirements of the occupying power. Authorita- 
tive estimates are available for France,^ and they are believed to be 
fairly representative of the situation in western occupied Europe as 
a whole. According to these estimates, the index of France's indus- 
trial output averaged 58 in 1942 and 55 in 1943, taking 1938 ==100 
as the base. In September 1943 the index was only 50, and the de- 
cline continued in 1944.® Moreover, the raw materials shortage, en- 
hanced after November 1942 by the temporary loss to the mother 
country of the North African resources, and the dearth of skilled 

1 Great efforts have been made in the field of vocational training. In 1943 there 
were some 185 communal (inter-firm) training centres in operation containing 
places for some 25,000 apprentices, in addition to 308 centres run by the Labour 
Front (“The German War Economy,” Economic Journal, June- September 1943). 
Although training has been speeded up as far as possible, there are complaints of a 
lack of skilled labour, and it has become necessary to change the wage structure in 
favour of the skilled groups. 

2 By way of example, the reduction in types produced ranges from 96% for axes 
to 62% for pistons {Vierjahresplan, July 1943 )- 

8 This was facilitated by the standardization of tools and designs and prefabrica- 
tion by factory shops. Cf. The Economist, June loth, 1944. 

^ Revue de VEconomie Contemporaine, No. 21, January 1944. ^ 

® The increase in sabotage and the disruption of transport prior to and during the 
liberation are bound to have accelerated the decline for some time. 
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labour, had caused a general deterioration in quality of the goods pro- 
duced. 

By January 1944 over 2 million Frenchmen of productive age were 
in Germany. Roughly one million were prisoners of war, of whom 
some 870,000 were employed in production; and about 1,100,000 
were civilian workers, of whom some 250,000 were former prison- 
ers of war, whose status had been changed to that of “free workers.'' 
Of the 850,000 civilian workers imported from France, about one- 
half consisted of skilled workers. The average quality of the labour 
force left in France was thus reduced. Productive efficiency was fur- 
ther reduced by malnutrition, cold and other privations. To make up 
for the manpower shortage, working hours were increased from a 
weekly average of 38 hours in 1938 to between 40 and 41 hours in 
1942 and to 45 hours in 1943. The volume of output is reported to 
have declined most in industries primarily serving domestic needs; 
output of the kind that was of direct use to the German war economy 
was better maintained. Thus, it is reported that mining production, 
which was only 65% of the 1938 volume in 1941, had recovered 
to 75% in 1942 and had surpassed the 1938 level in 1943. 

For Denmark the official index of industrial production is avail- 
able for the whole period of the war (see Diagram i). Denmark is 
less highly industrialized than the other occupied countries of western 
Europe. Between the beginning of the war and the middle of 1940 
her industrial output fell to about 22% below the 1939 average.^ 
As she was allowed to keep her labour force almost intact,^ she was 
able to prevent her industrial output from falling further. Since the 
summer of 1942 there has even been a slow upward tendency. 

In those predominantly agricultural countries of southeastern Eu- 
rope which were satellites of Germany during the war, industrial pro- 
duction expanded considerably, at any rate during. the early war 
years. At least, this is the conclusion to be drawn from the index 
data that are available for three of these countries — Hungary, Slo- 
vakia and Bulgaria. The Hungarian general index rose by 8% be- 
tween 1939 and 1941, the last year for which complete data have 
been published. The rise took place almost exclusively in the produc- 
ers' goods industries, including iron and steel, engineering and chemi- 
cal industries ; the group index for these industries increased by over 
21%, while the index for consumers' goods industries hardly in- 
creased at all, or, according to the data for the last quarter of 1941, 
even declined slightly. The expansion in producers' goods seems to 
have continued during 1942. In 1943, however, a decline is reported® 

1 Most of this fall took place before the invasion in April 1940. 

2 The number of Danish civilian workers in Germany was no larger in January 
1944 than in October 1940 — about 25,000. The largest recorded number was 48,000 
at the beginning of 1943. 

2 Deutsch‘Fransdsische Wirtschafts-Zeitschrift, March 2nd, 1944. 
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to have taken place. The decline was especially marked in the latter 
part of the year, and was due to transport difficulties and the growing 
shortage of coal and raw materials. In Slovakia and Bulgaria likewise, 
the contraction in the output of consumers' goods was more than off- 
set at first by an expansion in the output of producers' goods, particu- 
larly of metals and lumber in Slovakia, and of mining products in Bul- 
garia. The general index of industrial production in Slovakia, as 
computed by the Slovakian Institute of Business Research, rose by 
20% between 1939 and 1942.^ In Bulgaria, according to the pub- 
lished indices (c/. Diagram i ), industrial production rose up to 1941, 
when the general index was 18% higher on the average than in 
1939, and declined during 1942 and 1943. By the middle of 1943 
the Bulgarian mining index was still 65 to 70% above the 1939 
average, while the textile index was about 30% below that average. 

In Finland, production of paper, pulp, and sawn timber for export 
was drastically reduced during the winter war of 1939/40. It re- 
mained low thereafter, owing to the country's isolation from oversea 
markets. In consequence of the increased German demand after Fin- 
land had become a partner in the war against Russia, there was some 
recovery, particularly in sawmill production, after the middle of 
1941. The index of production for export was, however, still almost 
50% below the 1939 average (c/. Diagram i) in March 1944.* 

Since the summer of 1940, neutral Sweden's industrial production 
(cf. Diagram i) has as a whole been well maintained at, or a little 
above, the level to which it dropped precipitously when her westward 
seaborne export traffic was cut off by the German invasion of Den- 
mark and Norway. Her pulp and paper production fell abruptly by 
more than one-half; it recovered only temporarily in 1942. Her ex- 
ports of timber (to Continental Europe) declined more slowly: from 
1943 to the middle of 1944 (the latest date for which this group in- 
dex is available) they were fairly stable at a level about two-thirds of 
the 1939 average. The output of her textile manufacturing industry, 
which came increasingly to rely on synthetic fibres, was almost stable, 

1 Sudost-Economist, August 21st, 1943. 

2 A value index of industrial output for the home market is available covering 
chiefly the metal, textile, building-material and food processing industries. In order 
to eliminate the influence of the rise in prices, this index may be “adjusted” in the 


manner shown below : 

1939 

1940 

1941 

1942 

1943 

a) Value of output 

b) Price index (mean of do- 
mestic wholesale price and 
cost-of-living indices) . . 

100 

120 

115 

120 

132 

100 

131 

159 

191 

217 

c) Quantum of output (a di- 
vided by 6) 

100 

91 

72 

62 

60 


Since prices of domestic manufacturers are reported to have risen more than the 
composite index shown under b, though not as much as general wholesale prices, 
the contraction of output may well have been sharper than series c suggests. 
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Diagram i 

Index Numbers of Industrial Production ( 1939 ~ 100) 
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I ( continued ) 

rial Production ( 1939 ~ 100 ) 
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at about 90% of the 1939 average, from the latter part of 1942 to 
the middle of 1944, but has since tended to decline. In the iron and 
steel and engineering industries, supported largely by orders for the 
armed forces, output rose steadily up to the beginning of 1944, when 
it was nearly one-fifth above the 1939 average. The aggregate vol- 
ume of industrial production has been comparatively stable since 
1942 at 12 to 13% below the immediate pre-war level, but showed 
signs of falling off during the second half of 1944. The decline in 
employment has been smaller than the fall in production, probably 
largely on account of the new demand for labour to produce substi- 
tutes for formerly imported raw materials. The main reason for the 
decline in aggregate production is no doubt the keeping throughout 
the war of large numbers of men under arms for preparedness. 
Hence, the percentage of unemployed is low, and has been falling 
year by year since 1940. 

The same general picture is presented by the indices for employ- 
ment and unemployment in Switzerland, whose industrial activity 
is reported to have recovered during the early war years from a rela- 
tively low pre-war level. It appears that production began to fall off 
in 1942 and that the fall continued at an increasing rate in 1943.^ 
This is mainly due to the more severe shortages of raw materials. 

Soviet Union 

The recovery of industry in the previously invaded Russian areas 
that were reconquered after the German defeat at Stalingrad has 
been rapid. By May 1944 petroleum production was ''ahead of planned 
quotas,'’ and the coal, and iron and steel industries of the Donets 
region were again operating, though not yet on anything like the 
former scale. Before the invasion, the Donbas accounted for nearly 
half of the Soviet Union's total output of coal and iron. Between 
May 1943 and May 1944 the Union's pig-iron production increased 
by 27%, steel production by 26.5%, rolling-mill production by 23%, 
and coke production by 39%*^ These increases reflected not only the 
restoration of productive capacity in the liberated areas, but also the 
continued expansion of production in the new industrial areas in the 
Urals and further east. Economies in production are reported to have 
been achieved in the various industries, especially by means of raw- 
material-saving devices. 

1 Banque Nationale Suisse, Bulletin Mensueh February i8th, 1944. No production 
index proper is available, but a statistical record is made of employers’ current ap- 
preciation of the state of activity in the various branches. According to this record, 
industrial activity as a whole in the last quarter of 1943 was nearly 20% below the 
level of the last quarter of 1929, and conditions did not improve in 1944. 

^Information Bulletin^ Embassy of the U.S.S.R., Washington, June 24th, 1944. 
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United Kingdom 

In the United Kingdom, between June 1939 and June 1944, the 
total number of men aged 14 to 64 and of women aged 14 to 59 in 
the services or in occupational employment rose by million, as is 
shown below/ 


Armed 

forces 

and 

whole- 

time 

civil 

defence 

Mid-year 1939: 

Men 0.6 

Women — 


Occupational employment 


Group 

Group 

Group 

Total 

la 

IP 

IIP I-III 

(In millions) 

2.6 

4.7 

5.8 

13-1 

0.5 

0.8 

35 4-8 


Total 


Rest of 

Total 

service 


popula- 

popula- 

and occu- 


tion of 

tion of 

pational 


pro- 

pro- 

employ- 

Un- 

ductive 

ductive 

ment 

employed 

age*! 

age 

137 

I.O 

1.3 

16.0 

4.8 

0.3 

10.9 

16.0 


Total 0.6 

3.1 

5.5 

9.3 

17.9 

18.5 

1.3 

12.2 

32.0 

^Mid-year 1944 : 

Men 4.7 

3.2 

4-1 

2.9 

10.2 

14.9 

0.07 

0.9 

15.9 

Women 0.5 

1.9 

1.6 

3.1 

6.6« 

7 .P 

0.03 

8.9 

16.0 

Total 5.2« 

5.1 

57 

6.0 

l6.8e 

22.0 

0.1 

9.8 

31 - 9 * 


® Munitions industries, i.e., iron and steel, non-ferrous metals, shipbuilding, engineering aircraft and 
vehicles, instruments, chemicals, explosives, etc. 

b Agriculture, mining, national and local Government, transport, shipping (including merchant navy), 
public utilities, food manufacture, 

c Building, textiles, clothing, distribution, professional services, etc. 

Housewives, servants, school children, students, invalids (including war invalids), retired, etc. 

« Excluding war prisoners and missing. 

f Each woman working part-time is counted as equivalent to half a whole-time worker. 


The total number of men in the armed forces, in whole-time civil 
defence or employed in the munitions industries (employment group 
I ) rose by almost 4^ million; 3^4 million of these were drawn from 
other employment, almost i million from the pre-war unemployed, 
and over million from the rest of the male population of productive 
age.^ About 2 million women not previously occupied outside their 
homes (that is, chiefly housewives), and nearly 300,000 women pre- 
viously unemployed, were added to the industrial labour force or en- 
listed in the Women’s Auxiliary Services, mostly following the en- 
actment in 1941 of compulsory enlistment in these services and of 
compulsory registration for employment. As a net result, in spite 
of the integration into active occupation of virtually all of the 
million previously unemployed and of nearly 2^ million women and 

^When not otherwise stated, the data for the United Kingdom given in this 
section are taken from Statistics relating to the War Effort of the United Kingdom, 
November 1944, Cmd. 6564. 

2 The last-mentioned group fell by some 600,000 during the first two years of the 
war, but rose again in the subsequent years, mainly as the result of the addition of 
men invalided out of the Services and unfit to take up industrial employment. 
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men from the “inactive” population of productive age, the total num- 
ber in occupational employment dropped by over a million in the five- 
year period considered. 

In the middle of 1944, 7.6 million persons were engaged in manu- 
facturing industries. Of these, 76% were engaged on Government 
work, 20% on work for the home market and 4% in producing 
goods for export. In 1938 about 15% of the larger labour force then 
employed in manufacturing had been engaged in production for ex- 
port. The large-scale diversion of manpower and industrial capacity 
from the export trades and civilian production to direct war pur- 
poses which these figures reflect, was made possible partly by the 
lend-lease supplies and mutual aid furnished by the United States 
and Canada. 

Detailed production data have been disclosed for some of the 
individual munitions industries. Those for shipbuilding are shown 
below. 


Naval and Merchant Shipbuilding in the United Kingdom 



Major 

(Vessels completed) 

war Mosquito Other Naval 

Naval 

vessels 

Mer- 

chant 

vessels® 


vessels 

craft 

vessels® 

Total 

Gross 


Number 

Tons^ 

Number 

Tons^ 

Number 

Tons*^ 

Tons^ 

Tons 

1939, Sept.-Dee. 

17 

(ooo's) 

23 

2 

(ooo's) 

O.I 

9 

(ooo's) 

3 

(ooo’s) 

26 

(ooo^s) 

243 

1940 

106 

222 

121 

6 

200 

29 

257 

816 

1941 

170 

346 

395 

34 

314 

55 

435 

1,158 

1942 

173 

300 

405 

41 

605 

82 

423 

1,302 

1943 

168 

292 

337 

39 

1,601 

166 

497 

1,204 

1944, Jan.-June 

88 

150 

126 

12 

907 

105 

267 

. 


* Including landing craft and miscellaneous craft. 

*> Standard displacement in tons. 

« Tankers and non-tankers of 100 gross tons and over. 


These statistics of ship construction take no account of refitting 
and repair work, which in the course of the war has necessarily ab- 
sorbed a large part of the manpower available for shipbuilding. For 
merchant vessels the proportion was more than half. Increased work 
of this kind, in preparation for the invasion of Europe and the war 
in the Far East, caused the rate of new construction of certain types 
of naval vessel to fall off in 1944. At one period during the war the 
amount of merchant shipping in hand for repair was over 2.5 million 
gross tons. In spite of this, the tonnage of merchant vessels con- 
structed in the years 1940/43 averaged nearly one-fifth more than 
in the years 1915/18. 

In 1943 the average rate of monthly deliveries of new aircraft was 
three times the delivery-rate in the autumn of 1939, and, measured 
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in terms of structure weight, the increase was nearly six- fold. The 
difference between these figures reflects the shift to larger and more 
powerful types of aircraft, particularly heavy bombers. In the first 
half of 1944 the output of the latter was at the rate of 5,800 a year. 
In the production of combat vehicles, also, there was a marked shift 
during the course of the war towards heavier and higher-powered 
types. Considerably more rapid rates of increase than those attained 
in aircraft and vehicle production were achieved in the production of 
most types of weapons, artillery equipment, and ammunition. 


Production of Aircraft, Tanks and Service Vehicles 
in the United Kingdom 



1939 

1940 

1941 

1942 

1943 

1944 

Sept. 1939- 

Sept.-Dee. 




Jan.- June June 1944 

Aircraft 








Heavy bombers 
Medium and light 

— 

41 

498 

1976 

4614 

2889 

10018 

bombers 

1072 

3679 

4170 

4277 

3113 

1391 

17702 

Fighters 

447 

4283 

7063 

9850 

10727 

5655 

38025 

Other kinds 

1405 

7046 

8262 

7568 

7809 

4674 

36864 

Total new aircraft 
Structure-weight of 

2924 

15049 

20093 

23671 

26263 

14609 

102609 

new aircraft 
(million lbs.) 

II 

59 

87 

133 

185 

I12 

588 

Armoured Vehicles 








Tanks 

Carriers, armoured 

314 

1397 

4844 

8611 

7476 

2474 

25116 

cars, etc. 

633 

6044 

10481 

193 12 

24375 

13957 

74802 

Wheeled Vehicles for 








all Sendees (ooo’s) 
Heavy type vehicles 

II 

1 13 

no 

109 

104 

47 

494 

Light cars and vans 

2 

21 

17 

16 

17 

8 

81 

Motorcycles 

12 

69 

71 

75 

79 

39 

345 


The increase in arms production was made possible by a rapid 
expansion of the machine-tool industry. While certain special tools 
still have to be brought from the United States, domestic supplies 
of most types now outstrip the demand.^ 

The various difficulties of dovetailing one industry into another 
which arose in the early stages of the development of the war indus- 
tries were largely overcome by the end of 1942.^ From that time on, 
there was a great improvement in labour efficiency. An increase in 
per capita output of some 25% was apparently achieved in the in- 
dustries controlled by the Government Supply Services. 

One of the vital problems of the war effort of the United Kingdom 
has been to procure the necessary raw materials and, in view of the 

'^The Times (London), September 12th, 1944: “British War Production” (Ar- 
ticle by a Special Correspondent). 

^Ibid, 
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shortage of shipping space, to economize in the use of imported raw 
and semi-finished products. This was particularly important for the 
iron and steel industry which normally relies on large imports of 
high-grade iron ore. The home production of iron ore, which is 
generally of low grade, has been increased by more than one-half 
since 1939, and this has enabled the industry to maintain its output 
of pig-iron, and, with the increased supplies of scrap, to raise steel 
production appreciably above the average level of 1935-38. An in- 
crease in the effective supply of steel going to the munitions indus- 


Production of Certain Raw Materials in the United Kingdom 
Long Tons (ooo’s) 



1935-38 

Average 

1939 

1940 

1941 

1942 

1943 

Iron ore* 

12417 

14486 

17702 

18974 

19540 

18487 

Pig-iron 

7350 

7980 

8205 

7392 

7604 

7187 

Scrap for steelmaking^ 

5800c 

6379 

6527 

6622 

7688 

7782 

Steel ingots and castings 

11256 

13221 

12975 

12312 

12764 

1303 1 

Aluminium 

18 

25 

19 

23 

47 

56 

Magnesium 

2 

5 

6 

II 

18 

23 

Timber*^ 

450® 

88of 

2467 

2797 

3460 

3821 

Newsprint 

857^ 

. 

294 

150 

140 

129 

Other paper and board 

I4i3« 


1523 

1240 

1147 

1031 

Cotton yarn 

503 

487 

529 

367 

327 

312 


® Average ferrous content about 30%. 

b Supply. 

® Estimate. 

^ Hardwood. 

® Production in 1930. 

^ Annual rate of estimated production at the beginning of the war. 

Production in 1935. 

tries was made possible by heavy cuts in the production of articles 
for export or for civilian use at home. Thus, the production of motor 
cars which had totalled 280,000 cars in 1935, had been entirely stopped 
by 1943 ; the output of motorcycles had been reduced from 47,000 to 
2,000, and that of bicycles and tricycles from 1,600,000 to 540,000. 
By 1943/44, barely 20% of the total steel supply, including imports 
(from the United States) was being devoted to purposes other than 
direct war production. The same was true of non-ferrous metals and 
timber,^ the domestic production of which had been increased many- 
fold. The output of other items in 1943 as a percentage of the 1935 
output was as follows: newsprint, 15%; cotton yarn, about 60%; 
socks and stockings for civilian use, 62% ; knitted undergarments, 
61% ; boots and shoes, 56%. 

A notable exception to the success of the war effort in most essen- 
tial activities has been the coal industry. In spite of the almost com- 

'^The Times (London), September 12th, 1944. 
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plete cessation of coal exports, offset only in part by increased in- 
dustrial consumption, supplies for other purposes have been scarce. 
The output of ‘‘saleable coaF’ fell from 231 million tons in 1939 to 
194 million in 1943. The number of wage-earners engaged in coal 
mining fell from 766,000 to 708,000, and the yearly output per wage- 
earner fell from 302 tons to 275 tons.^ The decline in productivity 
was due partly to the increased average age of the miners and 
partly to labour troubles and transport difficulties. Technical improve- 
ments in production were introduced in the summer of 1943 and spe- 
cial measures were taken to recruit young labourers. Young workers 
have the option of working in the mines instead of joining the armed 
forces, and miners previously mobilized have in some instances been 
released. 

United States 

An even more spectacular expansion in armaments production 
than that which occurred in Great Britain has taken place in the 
United States. Industrial production as a whole continued to expand 
during 1943, though at a slower rate than previously. In 1944 there 
was a slight decline. By the end of 1944 the general index of the 
Federal Reserve Board had fallen by 7% from the peak level of 
October and November 1943, when it was 128% above the 1939 
average (cf. Diagram i). This reduction was largely the consequence 
of the contraction in the labour supply owing to the demand of the 
armed forces. Indeed, the total number of employed workers declined 
by 10% between November 1943 and November 1944. 

For munitions production, which accounts for the greater part of 
total industrial production, a separate index is available and is shown 
below. The index includes aircraft, ships, combat and motor vehicles, 
communication and electronic equipment, guns, fire control equip- 
ment, ammunition and various other supplies. 

Munitions Production in the United States 
Monthly average 1941 = 100 

1942 1943 1944 


1st quarter 213 560 753 

2nd quarter 320 640 727 

3rd quarter 433 693 713 

4th quarter 520 773 707 


After a nearly eight-fold increase in two years, total munitions 
production fell off slowly in the course of 1944 from the peak at- 
tained in the last quarter of 1943. In absolute figures, the production 
of aircraft rose from 48,000 planes in 1942 to 86,000 in 1943, and 

1 Ministry of Fuel and Power, Statistical Digest, Cmd. 6538, London 1944, 
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the production of ships rose from 8 million to 19 million dead-weight 
tons. Aircraft and ships, however, constitute only a minor part (about 
one-fifth in 1943) of total munitions production. This can be seen 
from Diagram 2, which shows the composition of total industrial 
production year by year since 1939. 

Diagram 2 
Composition of 

Industrial Production 
in the 

United States^ 

1935-39 average of total 
production =100 

a Diagram reproduced from 
Federal Reserve Bulletin, Jan- 
uary 1944, page 3. The figures 
on physical volume of production 
for war and civilian purposes are 
based on estimates for the vari- 
ous stages of manufacturing and 
mining. Plane and ship produc- 
tion is based on the [Federal Re- 
serve] Board’s indexes of activ- 
ity in the aircraft and shipbuild- 
ing industries — for the latter 
both in private and Government 
yards. Part of the production of 
the components for planes and 
ships, such as aircraft engines, is 
included in “other munitions and 
war supplies.” 

The output of civilian goods rose by 20% between 1939 and 1941 ; 
in that year it accounted for four-fifths of total production. Between 
1941 and 1943 it shrank by almost 40%, and its share in total pro- 
duction declined to only one-third. The decline fell predominantly on 
consumers’ durable goods, such as automobiles, bicycles and various 
household appliances. The output of other consumption goods was 
maintained at a high level. The manufacture of non-durable goods, 
mostly for civilian consumption, continued to increase up to Novem- 
ber 1943, when the output was two-thirds above the 1939 average 
(cf. Diagram i), but by September 1944 it had fallen off by some 
7%. Part of the additional output of goods in this category is now, 
however, in fact destined for war use, and by January 1945 the group 
index had again recovered to the point where it stood twelve months 
earlier. 

Once the additional plant and equipment required for the war in- 
dustries had been set up, the most critical problem of war production 
was the insufficiency of certain strategic materials. By the end of 
1943, however, this problem had largely been solved. Synthetic rub- 
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ber production, which started almost from scratch in 1941, supplied 

243.000 short tons in 1943, and is estimated to have yielded some 

850.000 tons in 1944. The production of aviation gasoline is reported 
to have increased ten-fold since 1941. Aluminium output in the au- 
tumn of 1943 was eight times larger than the 1935/39 average, but 
was deliberately reduced in 1944 by some 15% of the 1943 output. 
Similar developments have taken place in regard to other metals ; by 
December 1944 total non-ferrous metal production (smelting and re- 
fining) was 40% below the peak level reached in the autumn of 1943. 
Steel production, which in 1939 amounted to 3.9 million metric tons 
per month, reached a peak of just over 7 million metric tons in Octo- 
ber 1943. By September 1944 it had fallen to million metric tons, 
but by December it had recovered part of this decline; output in 1944 
as a whole was, in fact, over half a million tons larger than in 1943. 

As the war progressed the manpower situation became more diffi- 
cult. The armed forces, which in April 1940 counted about half a mil- 
lion persons, had by April 1944 reached ii million. Meanwhile, how- 
ever, civilian employment had increased from 45.5 to about 51 mil- 
lion persons. This made an increase in civilian employment and the 
armed forces together of more than 16 million. About 7 million of 
these were drawn from the unemployed, whose number fell from 8 
million to i million. The remaining 9 million represented new addi- 
tions to the total labour force. About 2.5 million of these are ac- 
counted for by the natural increase of population, and the remaining 
6.5 million consist of persons who would ordinarily be students, 
housewives, self-employed and retired persons. The number of women 
in civilian employment, including the “natural'' increase, rose by al- 
most 6 million ; the number of males remained practically constant.^ 
Meanwhile, weekly hours of work were increased. In manufactur- 
ing industry as a whole, the average was 36.7 in 1939, 39.0 in 1941 
and 45.2 in 1944. There has thus been an increase since 1939 of al- 
most 25%. Hours in the durable goods industries rose from 36.4 to 
46.7, and in the non-durable goods industries from 37.0 to 42.9, that 
is, by 28% and 16%, respectively.^ 

The total number of people employed in manufacturing industry 
increased from about 10 million in 1939 to 13 million in 1941. It 
reached a maximum of 17.2 million in November 1943, and had 
fallen off again by over 1^4 million by December 1944. The figures 
below show the movement of production, employment and produc- 
tivity in manufacturing industry from 1939 to 1944.® 

According to these figures the output per man has risen steadily 

1 Monthly Labor Review^ August 1944. 

2 Monthly Labor Review, March and May 1944. 
a Federal Reserve Bulletin, September 1944. 
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Annual Averages 
(1939 = 100) 



1940 

1941 

1942 

1943 

1944 

Production 

. 116 

155 

194 

237 

232 

Employment: Workers .. 

. 108 

132 

152 

169 

159 

Hours 

. 109 

142 

173 

201 

192 

Output per worker 

. 107 

1 17 

128 

140 

146 

Output per hour 

. 106 

109 

112 

118 

121 


since 1939, and by 1944 it was 46% above the 1939 average. Over 
the same period output per man-hour rose by over 20%. 

Production for civilian needs reached its lowest point in the second 
and third quarters of 1943; since then it has risen slightly. Since 
productivity in the munitions industries is likely to go on rising, it 
will probably be possible to release resources increasingly for other 
uses. In fact, certain industries were already beginning to face the 
problem of reconversion to a post-war economy early in 1944. 

It has been officially estimated that the '‘cut-backs'' in military 
programmes that would result from the termination of the war in 
Europe would be about 40%. A law has been passed to guide the 
procurement agencies of the armed forces in the termination of war 
contracts, and the War Production Board has organized a special 
committee to plan for the placing of termination orders in respect of 
war contracts and for the use of freed resources. Gradually more 
raw materials were made available for civilian use. In July 1944, 
some restrictions on the use of aluminium and magnesium were 
lifted; the manufacture of some models of post-war products was 
authorized, and the placing of orders for machine tools and equip- 
ment for the manufacture of civilian goods was permitted. After 
August 15th regional directors of the War Production Board were 
authorized to permit limited production of scarce civilian goods, pro- 
vided that such production did not interfere with the war effort. 
Quotas had already been allocated for the making of electric irons, 
commercial laundry equipment, electric household ranges, etc. With 
the increasing manpower shortages towards the end of 1944, how- 
ever, the restrictions on the output of civilian goods were tightened 
up again. 

Canada 

Broadly speaking, developments in Canada have been similar to 
those in the United States. The general index of industrial produc- 
tion (c/. Diagram i) reached its highest point in October 1943, 
when it was 169% above the 1939 average. By December 1944 it 
had fallen off by about 10%. At its peak, mining production was 
more than double and manufacturing output nearly treble the pre- 
war level. This rapid expansion, which was particularly marked in 
the iron and steel industry where output increased more than six- 
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fold, was rendered possible by a rapid expansion of the industrial 
apparatus in consequence of which a great many more new plants 
were added during the three years between 1939 and 1942 than had 
been added during the whole of the preceding two decades.^ The 
need for new plant was in large part satisfied by 1942; since 1943 
the movement of the manufacturing index has mainly reflected the 
trend of direct military demand. The peak in shipbuilding was reached 
in the fiscal year 1943/44, and it was anticipated that there would be 
a decline of some 15% in 1944/45. Aircraft production is expected 
to reach its peak in 1944/45. The output of mechanical transport and 
armoured fighting vehicles will be practically unchanged. ‘'Cut-backs’’ 
of various magnitudes are contemplated, or have already begun to 
take effect, for various types of guns, small arms, miscellaneous 
equipment, clothing and many other items. ^ 

The output of the forestry industries (manufactured timber and 
paper) which is mainly destined for civilian consumption and export, 
rose by 50% during the first two years of the war and then declined 
sharply in 1942. Thereafter, output was kept at a level between 15 
and 20% and, during the last three months of 1944, between 20 and 
25% above the 1939 figure. Textile production, which had expanded 
in about the same proportions during the early war years, began to 
fall off late in 1942 ; in the autumn of 1944 the relevant group index 
was about 20% above the 1939 average. 

The number of workers employed in manufacturing industry in- 
creased by 113% between 1939 and the late autumn of 1943; since 
then it has declined slightly. The output per worker seems to have 
risen by 35 to 40%. In the absence of statistics of hours worked, it 
is not possible to calculate the increase in productivity per man-hour 
in manufacturing industry as a whole. 

Australia and India 

In his budget speech of September 29th, 1943, the Treasurer of the 
Commonwealth of Australia revealed that more than 40% of Aus- 
tralia’s working population, or 1,370,000 persons, were in the armed 
forces or engaged in war production. The total labour force rose 
from 2.8 million in 1939 3-4 niillion in September 1943. The index 

number of persons engaged in manufacturing industry rose from the 
base figure of 100 in 1939 to 137 in the middle of 1943. By October 
1944 it had fallen slightly (to 131). No over-all index of industrial 
production is available. Production for civilian needs, however, is 
said® to have been reduced to only 40% of its pre-war volume. As- 

1 Monthly Commercial Letter of the Canadian Bank of Commerce, July 1944. 

2 War Production Conference held at the 73rd annual meeting of the Canadian 
Manufacturers’ Association, Indti^trial Canada, July 1944. 

3 Budget Speech by the Treasurer of the Commonwealth, September 2nd, 1942. 
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suming that the same or, with rising labour productivity, a somewhat 
greater reduction has taken place in the number of workers engaged 
in producing goods for civilian use, it may be concluded that, by 
1943, production for war needs alone occupied as many workers as 
were employed in industry as a whole before the war. It appears 
that there has been a substantial decrease in the number of workers 
employed in non-manufacturing activities, more especially in the dis- 
tributive trades. The general employment index, which covers trans- 
port, commerce and mining, as well as manufacturing, fell from an 
average of iii for the latter half of 1941 (1939 = 100) to 103 in 
late 1943 and early 1944. 

In India war production was greatly expanded in the first two 
and a half years of the war in an endeavour to furnish the bulk of 
the war material supplies for the Middle East. By 1943 production 
of arms and munitions had increased many-fold, and a start had been 
made in the manufacture of combat vehicles, ships and even aircraft. 
Total textile manufacture was nearly 30% greater in 1943 than in 
1939. It appears, however, that Indian industry as a whole has not 
expanded much since 1942. Output of steel and paper even decreased 
slightly in 1943, owing to shortages of coal, manpower, and trans- 
portation facilities. 

Free China 

The industrial areas of pre-war China were located in the coastal 
districts which were occupied by the Japanese. During 1943 and 1944 
the interior of China was cut off from imports from the outside 
world except for some airborne supplies. Industrial activity was con- 
sequently limited to meeting the most pressing needs. Most of the 
equipment used had been transferred from Shanghai and Hangkow 
to the interior. Nearly 500 factories thus transported were operating 
in 1943, constituting about one-fourth of all privately-owned enter- 
prises in Free China. 

Although considerable progress was made up to 1942, usually from 
extremely small beginnings, the quantities produced were still in- 
significant in comparison with requirements. This is especially true 
of the heavy industries. In 1942, only 30,000 tons of iron and 10,000 
tons of steel were produced in Free China. Coal production amounted 
to S million tons in 1941 and 6 million tons in 1942. Greater head- 
way was made in the production of industrial alcohol, diesel oil and 
various kinds of motor spirit, partly derived from vegetable ma- 
terials. The total output of these motor fuels is reported to have ex- 
ceeded 9 million gallons in 1942. A small chemical industry has been 
developed, and there are also some machine-tool factories whose out- 
put is, however, still on a small scale. 

There are obvious limits to the production of modern implements 
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of war on such a slender industrial basis. The development of the 
manufacture of consumers’ goods proved less difficult. According to 
an index published by the Ministry for Economic Affairs in Chung- 
king, industrial production in Free China developed as follows: 

Production Indices 
(1938 = 100) 



1940 

1942 

Producers^ goods 

Consumers’ goods 

187 

272 

306 

659 

Exportable minerals 

115 

120 

Total production 


302 


It should be borne in mind that the quantities produced in the base 
year, 1938, in the territory covered by the index were very small. 
The group index for textiles, which constitute the main item under 
consumers’ goods, was 719 for 1942. It is reported^ that in that year 
the output of cotton fabrics amounted to 170,000 bales produced 
from about 45,000 tons of domestically-grown cotton. 

After 1942 the development of manufacturing was retarded. This 
is said to be due to the rapid price inflation which caused raw ma- 
terials to be withheld for speculative purposes. Moreover, as wage 
adjustments failed to keep pace with the rapid rise in the cost of liv- 
ing, a marked shortage of industrial manpower developed. 

Latin America 

Most of the Latin-American countries have experienced consider- 
able difficulty during the war in obtaining the imports of equipment 
and various raw materials which they need for developing their in- 
dustries. Nonetheless, some progress in industrialization has been 
achieved, though it has been uneven. 

In Chile (c/. Diagram i) the general index of production was 
fairly stable from 1941 to 1943 at a level some 13% above the 1939 
average. The greatest expansion took place in mining. Manufacturing 
output rose considerably less,^ despite a marked increase in the num- 
ber of workers employed, as is shown by the following indices : 


Production and Employment Indices 
(1939 = 100) 


Manufacturing industry : 

1941 

1942 

1943 

1944 

(a) Production 

114 

112 

108 

no 

(b) Workers employed 

. . . 120 

X 25 

II9 

117^ 

(c) Ratio of (a) to (b) 

95 

90 

91 

94 


a March- July 1944. 

^ Far Eastern Survey^ August nth, 1943. 

2 Textile manufacture is a notable exception. The index rose from 100 in 1939 to 
127 in 1943 and 136 for the first eight months of 1944. 
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The fall since 1939 ^he ratio shown under (c) above points to an 
appreciable decline in output per worker. This may have been due to 
wartime difficulties and the lack of machinery and raw materials. 

In Argentina, employment in mining and manufacturing industry 
rose between 1939 and 1944 as follows: 


Index 
(1939 = 100) 


1940 


I94X 


1942 

II5 

1943 

II7 

1944 



“Average for first 10 months. 


It is estimated^ that by 1942. the last year for which complete data 
are available, production had risen by about 17%, or slightly more 
than the number of workers employed. 

In Brazil the industrialization process has made rapid strides dur- 
ing the war. Industrial employment increased from a million workers 
in 1938 to about a million and a half in 1943. The output of cotton 
textiles, based on an abundant domestic raw material supply, has 
increased by 50% since before the war. Various other manufacturing 
industries have also been expanded, or started, in order to furnish 
an increasing variety of both consumers’ and producers’ goods for 
the home market and for neighbouring countries. Exports of manu- 
factured goods rose from $2.4 million in 1939 to $85.5 million in 
1943 - The articles exported included textiles, tyres and other rubber 
manufactures, iron and steel, machine tools, china and glassware. 
There has been a significant expansion in iron and steel production. 
The output of pig-iron reached 291,000 tons in 1944, and the output 
of steel ingots 220,000 tons — a doubling since 1939. The rubber 
tyre factories, besides supplying domestic needs, have turned out over 
5,000 tons for export. The value of mineral production (including 
mica, quartz and industrial diamonds) has doubled since 1939. Coal 
production rose from i million tons in 1939 to 2 million tons m 1943. 
The production of hydro-electric power has also been expanded. 

In Mexico industrial production was almost constant up to the 
middle of 1941 {cf. Diagram i). Subsequently, manufacturing out- 
put, as represented by the base metal and petroleum refining and tex- 
tile industries, rose in the aggregate by about 25% up to the third 
quarter of 1943, the latest date for which data are available. Over 
the same period mineral production (including gold, silver, and crude 
petroleum extraction) continued to fall. Efforts to diversify indus- 

1 Memoria Anml, 1942, Banco Central de la Republica Argentina. 
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trial production are said to have been hindered by raw material short- 
ages and difficulties in securing sufficient imports of tools and equip- 
ment. 


Food Supply 

The present review of the food supply situation in the various 
parts of the world refers mainly to 1943 and 1944. During the three 
preceding years there had been a steady deterioration in the food 
supply on the Continent of Europe as a result both of the war itself# 
and of weather conditions, which were generally unfavourable. In 
North America and in the British Isles, on the other hand, food 
production had increased rapidly during these years ; it had increased 
substantially, also, in Latin America and was on the whole well 
maintained in Oceania and Africa, and fairly well maintained up to 
1941 in Asia outside the war-stricken regions of China. A rapid ex- 
pansion in production took place in the U.S.S.R. prior to the German 
invasion of its principal food surplus areas. ^ 

In a study published recently by the United States Department of 
Agriculture,^ an attempt has been made to determine how far food 
production in 1942 and 1943, measured in terms of calories, differed 
from the pre-war normal in certain selected groups of countries. 
The main results of these calculations are reproduced below : 


Indices of Food Production by Major Geographical Groups 

Average of 1942 and 1943 as % of pre-war average^ 



Argentine, 

Australia, 

Western 

Bulgaria, 

Greece, 

India, 

Unoccu- 

Canada, 

Brazil, 

N. Zealand, 

Europe 

Turkey, 

pied 

U.S.A., 

Chile, 

Union of 

and North 

Palestine, 

China, 

Mexico 

Uruguay 

S. Africa 

Africa^ 

Egypt 

Japan 

Crops^ 129 

1 18 

96 

100 

96 

103 

Livestock 
products^ 132 

117 

1 13 

75 

86 

94 

Total 130 

1 17 

lOI 

94 

95 

103 


® “The pre-war average differs slightly by countries because of lack of compar- 
able data or in order to obtain a normal period of pre-war production. For most 
countries the pre-war average was 1933-37, 1934-38 or 1935^39-” {Op. cit.) 

b Including 12 countries: United fongdom, Ireland, Sweden, Norway, Den- 
mark, Germany, France, Italy, Spain, Tunisia, Algeria and French Morocco, 
c Including cereals, fruit and vegetables, edible oils and sugar. 

Including meat, poultry, eggs and dairy products. 

1 Production developments in the first three years of the war are reviewed in some 
detail in the two preceding editions of the World Economic Survey (ig3ol4i and 
1^41/42). Food production in 1943 was similarly reviewed in Food Rationing and 
Supply 1^43/44 (League of Nations 1944), to which reference should be made for 
a somewhat fuller account of that year than is to be found in the present review. 

2 Office of Foreign Agricultural Relations, Wartime Changes in World Food 
Production^ by C. M. Purves, Washington, December 1944. 
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The indices do not include most of central and eastern Europe, 
large parts of Africa and the Middle East, the U.S.S.R., occupied 
China or southeastern Asia. They are not, therefore, representative 
of food production in the world as a whole. Moreover, the index for 
western Europe covers up the opposite trends which characterized 
the British Isles on the one hand and Continental Europe on the 
other. The British Isles expanded domestic production, while Con- 
tinental Europe in the years shown had poor crops. Moreover, the 
western continental countries reduced their livestock production much 
more than the British Isles, where indeed the number of cattle was 
increased. But the indices do bring out the contrast between the food 
surplus areas comprising the Americas, Australia and South Africa, 
and the main deficit area, consisting of western Europe and the Medi- 
terranean Basin, and thus afford a useful general background for 
the regional review given below. 

Continental Europe 

During the war the grain harvests in Europe have been constantly 
below the 1933-37 average. Grain crops were very poor in 1940; a 
little better in 1941, and again very poor in 1942. The area under 
potatoes, sugar beet and garden vegetables was extended, and larger 
quantities of these products were grown, though insufficient to make 
good the deficiency in grains. A considerable effort was also made to 
expand the cultivation of oil-bearing plants to compensate for the 
heavy reduction in imports from overseas. The yields were, however, 
generally disappointing. At the same time the number of livestock, 
especially of pigs and poultry, was reduced ; livestock products were 
reduced still more owing to restrictions on the use of fodder. 

By 1942, the production of both vegetable and animal foods had 
dropped very considerably below the pre-war level, reserve stocks 
had been largely depleted, and imports of foodstuffs from overseas 
were reduced to a mere trickle. Food supplies were, however, not 
reduced proportionately. Livestock production in Europe absorbs, it 
is estimated, on an average about 7 vegetable calories per animal 
calorie produced. Thus, the restrictions on the use of cereals, pota- 
toes, etc. for feed, and the reduction in animal food production, re- 
sulted on balance in a substantial gain in the total supply of calories 
available for human consumption.^* Though the total grain supply 
(production plus net imports) in the year 1942/43 was probably 
some 15% short of the average for 1938 and 1939, and animal food 
production had shrunk very much more, the Continent’s total food 
consumption in terms of ^^per capita intake of energy,” may not 
have been more than 10 to 15% below the pre-war normal.^ 

1 See Chapter III, pages 131-32, below. 

2 See article entitled “Food in Continental Europe and the Soviet Union,’* pub- 
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In 1943 the crop of bread grains was better than in 1942 though — 
according to revised estimates — not up to early expectations and de- 
cidedly below the pre-war normal ; the feed grain harvest was poor, 
and the total grain supply for the year 1943/44 is believed to have 
been of the same order as in 1942/43 (some 10-15% below the pre- 
war average) though its composition was somewhat better. A pro- 
tracted drought, especially in the central and eastern regions of the 
Continent, caused the potato crop to fail, and the crops of both sugar 
and fodder beet and vegetables were lower than in the previous year. 
Though bread rations were increased in most countries, the gain on 
this account was partly offset on the Continent as a whole by cuts 
in potato rations. Meat supplies in German-controlled Europe re- 
mained low, although inroads were made on the cattle reserves in 
order to help maintain rations. The supply of animal fats is believed 
to have declined slightly on balance, although there was some re- 
covery in milk production at the beginning of the 1943/44 season. 
The shortage of vegetable fats was in part relieved by a larger pro- 
duction of rape-seed in central and western Europe and of olive oil 
in the Mediterranean areas. This improvement offset whatever fur- 
ther deterioration occurred in the animal-fat situation. In short, the 
over-all food supply situation in 1943/44 seems to have been about 
the same as in 1942/43. 

The general description of conditions in 1943/44 given above also 
applies in large part to Germany taken alone, although, owing to the 
failure of the German potato crop,^ the total calorie value of the avail- 
able food supplies may have been slightly smaller than in 1942/43. 
It is possible, also, that the loss to Germany through military reverses 
of a very large part of the outside resources she controlled at the be- 
ginning of the year 1943/44, may have considerably increased the 
dependence of her armies upon the domestic food supply.^ Further- 
more, it has to be borne in mind that some 10,000,000 foreign work- 
ers and prisoners of war, far exceeding the number of German sol- 
diers killed and captured up to the spring of 1944, had also to be 
fed out of this supply and the reduced imports. 

Conditions similar to those in Germany proper obtained also in 
1943/44 in Austria and Czechoslovakia. In the Danubian Basin 
(Hungary, Roumania, Bulgaria and Yugoslavia) food production 

lished in Foreign Agriculture^ June 1944, Office of Foreign Agricultural Relations, 
U.S. Department of Agriculture. 

1 The 1943 potato crop is reported to have been some 25 million tons smaller 
than the 1942 crops, and the smallest in twenty years. 

2 In terms of calories, Germany’s takings in 1943 (calendar year) from occupied 
countries amounted to 10 to 12% of her total intake. This was sufficient to supply 
nearly the whole German army, so that indigenous food supplies could be kept 
almost entirely for civilian consumption. Source: (British) Parliamentary 
Debates (Hansard), 31st October, 1944, Statement on Germany’s Food Situation 
by the Parliamentary Secretary to the Ministry of Economic Warfare. 
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was definitely larger in 1943 than in 1942, owing mainly to good 
wheat and rye crops. In northern Italy the crops of bread grains are 
said to have been satisfactory, the sugar beet crop about normal, the 
maize crop unsatisfactory and the potato crop poor. In those parts of 
Italy which had been liberated by the late autumn of 1943 — areas 
which are normally deficient in bread cereals — the grain crops were 
very disappointing. The wheat crop was 35% lower than in 1940, 
the barley crop 16% lower, and the maize crop 62% lower. The 
olive oil production was, however, relatively good. 

Food production in France was larger in 1943 than in 1942, mainly 
owing to a better wheat harvest. On the other hand, imports from 
North Africa were cut oflf, while forced deliveries to Germany con- 
tinued. In the Low Countries, livestock production has been greatly 
reduced during the war,^ and the acreage under bread grains con- 
siderably expanded, mainly through the conversion of grassland. 
Yields were reported to be appreciably better in 1943 than in 1942, 
particularly in Belgium. 

In Denmark there has been little change during the war in the 
total area under grain and root crops, but a certain shift from wheat 
to rye and from feed-beets to potatoes has taken place. This shift 
is also reflected in the harvest figures. An almost complete crop 
failure in wheat occurred in 1942. The yield of grain per acre har- 
vested, as distinct from acre sown, was higher in 1942 and 1943 
than before the war, while the yield of beets for feed was lower. The 
lack of imported feed stuffs on which Danish husbandry largely 
depended before the war caused dairy and meat production to de- 
cline much more than livestock numbers. Some recovery from the 
low levels reached in 1942 took place in 1943, both in livestock popu- 
lation (especially pigs) and in animal food production (apart from 
beef and veal). 

Sweden also increased her livestock herds and animal food produc- 
tion in 1943. The shortage of fats was further relieved by imports 
of a certain quantity of oil-bearing materials covered by the ‘‘safe 
conduct” arrangements concluded with the Allies and Germany. The 
bread-grain harvest in 1943 was about the same as in 1942 (some 
15% short of the 1930/39 average). 

In Norway and Finland, which normally depend to a great extent 
on imports of wheat, the bread-grain crop is reported to have been 
better in 1943 than in 1942, but it was still far below requirements. 
Finland's meat and butter production, greatly reduced by 1942, also 
began to recover in 1943. The area under potatoes has been extended 

1 Indicative of that reduction is the reported decline in the Netherlands, between 
1931/40 and 1943/44, in the number of milk cows from 1.5 to i.i million, of pigs 
from 1.3 to 0.5 million, and of poultry from 34.9 to 3.9 million. Source: Berg- 
werkszeitung. 
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in both Norway and Finland during the war, and it is reported that 
in 1943 the crop was above the pre-war average. 

In 1943/44 food supplies in Switzerland were generally lower 
than in 1942/43 and considerably lower than before the war. Severe 
droughts on the Iberian Peninsula in 1943 caused heavy reductions 
of the Portuguese harvest and further strained the precarious supply 
situation in Spain, where food production had been recovering but 
slowly from the low level to which it had fallen during the Civil War 

of 1936-39- 

Agricultural conditions on the European Continent deteriorated in 
1944 under the impact of increasing shortages of labour, fertilizers, 
draught power and machinery. They were adversely affected in Ger- 
many and elsewhere also by local droughts and by the breakdown of 
transportation. In spite of all these difficulties the bread-grain crop 
was probably only some 5% less than in the preceding year; some 
of it went to waste, however, in the fields. The hay, feed-grain and 
olive oil returns were considerably lower and those of oil seeds not 
much, if any, larger than in 1943, although the acreage under oil 
seeds had been greatly expanded. The potato harvest was again poor. 
In Germany the 1944 grain and potato harvest as a whole, measured 
in terms of grain units, was apparently some 5% below that of the 
preceding year, and the oil seed crop was no greater than in 1943, in 
spite of the fact that the area under oil-bearing plants had been in- 
creased by 25%. Hence the fat supply position remained very pre- 
carious. It is anticipated that during the current consumption year 
(1944/45) the pig population will be still further reduced, and that 
there will be emergency slaughterings also of cattle, and a substantial 
decline in milk and dairy production. On top of the reduction in total 
food supplies, the catastrophic detefioration of the transport situa- 
tion seriously aggravated the problem of making food available, par- 
ticularly to the urban populations and to the large numbers of refugees 
surging in from the eastern areas over-run by the Russian armies, 
and from the western frontier regions. The eastern areas, it should 
be remembered, normally have a surplus of food which they sell to 
Berlin and the highly urbanized western parts of Germany. War 
developments at the moment of writing are reported to have seriously 
upset spring sowings and hence greatly worsened the prospects for 
1945/46 supplies. During the current consumption year outright 
starvation has been inflicted upon the population of the German-con- 
trolled part of the Netherlands. Considerable hardships in respect of 
food have had to be endured also by town dwellers in liberated Bel- 
gium and France — in the latter country mainly on account of the 
disruption of its transport system. The 1944 harvest in France is 
estimated to have nearly equalled that of 1943, part of which, how- 
ever, was requisitioned by the enemy. Hence total retained supplies at 
the farms in 1944/45 have presumably been larger than in 1943/44. 
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Soviet Union 

By the spring of 1944 the Soviet Union had regained control of 
all its principal agricultural regions. But the whole of the territory 
recovered since July 1943,^ was liberated after the grain crops were 
harvested and much of the grain appears to have been withdrawn or 
destroyed by the retreating Germans. 

The 1943 crop harvested east of the battle front of July ist of that 
year may have been a little larger than the 1942 crop in the cor- 
responding area.^ It was still, however, insufficient to cover the nor- 
mal requirements of the population east of that line, much less to 
make up for grave deficiencies of food in the territories liberated 
since the middle of 1943. The over-all supply situation in the Soviet 
Union continued, therefore, to be very tight, particularly in urban 
districts, throughout the year 1943/44, although it was relieved to 
some extent by additional food supplies coming in from abroad, espe- 
cially in the form of lend-lease shipments. 

Meanwhile, the area on which domestic supplies for the year 
1944/45 could be raised was substantially increased. The agricul- 
tural rehabilitation of the regions that were liberated by the middle 
of 1943 was proceeding satisfactorily. Moreover, at least half the 
grain and oil-seed producing areas that were still held by the Germans 
at that date were recovered in time to be sown to winter crops, and 
most of the rest were recovered in time for spring sowing. At the 
same time, certain of the central and eastern regions continued to 
extend their cultivated area. Altogether, about seventeen million more 
acres were sown to spring crops in 1944 than in 1943/ But the res- 
toration of production where the scorched-earth policy has been ap- 
plied is necessarily an arduous process, and the experience of this 
work in the regions that were’ liberated earlier suggests that those 
that have been recovered since the summer of 1943 could scarcely be 
expected to yield more in 1944 than would be required to meet local 
needs; before the invasion they were in large part surplus areas. Fa- 
vourable growing conditions have been reported from the regions 
untouched by invasion, and, although considerable harvesting losses 
may have occurred, the total grain harvest of the Union probably was 
considerably larger in 1944 than in 1943/ The production of sugar 
beet, potatoes and vegetables — ^particularly in factory-workers^ gar- 
dens — of fruit, medicinal plants and various industrial crops is also 

1 The development of the U.S.S.R. food supply situation during the war prior to 
that date is summarized in Food Rationing and Supply 104^/44 (League of Nations 
1944), pages 82-84. 

2 The decline in 1943 yields, caused by serious drought in certain areas, may 
have been outweighed by the additional crops gained from the extension of grain 
cultivation in the regions which had not been touched by the German invasion. 

® It is reported that the area sown to winter wheat and rye was 12 million acres 
more in the autumn of 1944 than in the autumn of 1943. 

^ Foreign Agriculture, January 1945, U.S. Department of Agriculture. 
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reported to have increased, and is being further encouraged. Accord- 
ing to the agricultural programme for 1944, great efforts were to 
be made to replenish the livestock population, particularly in the 
Ukraine. By the end of 1943, the liberated areas had received from 
the eastern regions 1.2 million head of livestock, and more than a 
million additional head were to be delivered in the summer of 1944. 
In the Soviet Union as a whole, the most severe shortages are in 
animal products. Reports that the general food situation has con- 
tinued to be tight since the last harvest indicate, however, that vege- 
table produce, too, is still in short supply. The position of the western 
regions may be relieved in part by the acquisition of surpluses from 
the Danubian countries. 

Large quantities of tractors, ploughs, and other equipment have 
been moved into the destitute regions to help in their agricultural 
rehabilitation. But, as was indicated in Chapter I, the reconstruction 
of the highly mechanized system of farming in the Ukraine is an 
enormous task, and is bound to take considerable time. 

British Isles 

The recently published official statistics for the United Kingdom^ 
testify to the remarkable wartime achievements of British agri- 
culture. 

The tillage area was enlarged by two-thirds in five years through 
the conversion of permanent grassland. The most striking increase 
took place in the acreage under grain, which is now greater than it 
has been at any time in the past 75 years, or, indeed, in the history 
of British agricultural statistics. The increase in production, which 
was so vital for saving shipping space, slightly exceeded the increase 
in acreage. Indeed the yield of wheat per acre rose by about 8% be- 
tween 1939 and 1943. The 1944 wheat crop, according to preliminary 
figures, was not quite as good as that in 1943, though the yield per 
acre was still above the average. The estimates for barley and oats, 
sugar beets and potatoes are, however, above the 1943 returns. 

In addition to the expansion which has taken place in the recorded 
farm area under vegetables, there has been an increase in allotments 
and private vegetable gardens not covered by the agricultural statis- 
tics. The number of allotments rose from 830,000 to 1,675,000, and 
the number of private vegetable gardens from 3 million to 5 million 
during the first three years of the war. The number of tractors nearly 
trebled during the same period, rising from 55,000 to 150,000, and 
the number of tractor implements increased nearly six-fold. British 
agriculture thus became the most highly mechanized in Europe. 

Before the war between 8 and 9 million tons of feed stuffs were 

'^Agricultural Statistics, 1939/44^ Ministry of Agriculture and Fisheries, Statis- 
tics Branch, London 1944. 



102 — 


Acreage and Production of Principal Crops 
in the United Kingdom 



Cultivated area 
acres (ooo*s) 

1939 1943 1944* 

1936/38 

Estimated Production 
long tons (ooo’s) 

1939 1941 1943 1944’ 

Wheat 

1766 

3461 

3230 

1651 

1645 

2018 

3449 

3142 

Barley and oats 

3440 

5462 

5664 

270s 

289s 

4390 

4700 

4800 

Other grains . . 

102 

63s 

532 

86 

83 

464 

489 

442 


— 





— 

— 

— 



— 

Total grain . . . 

5308 

9558 

9446 

4442 

4623 

6872 

8638 

8384 

Sugar beet . . . 

345 

417 

434 

2741 

3529 

3226 

3760 

3873 

Potatoes 

704 

1391 

1421 

4873 

5216 

8010 

9822 

9859 

Turnips, 
for fodder . . 

727 

830 

827 

10994 

lOIOO 

12026 

1 1991 

11627 

Mangolds 

216 

286 

309 

4082 

4069 

5 107 

580s 

5459 

Vegetables for 
human con- 
sumption (excl. 
potatoes) 1 .. 280 

375 

466 






All other crops 

859 

140S 

1483 

. 


. 

. 

. 

Bare fallow . . . 

374 

240 

231 

— 

— 

— 

— 

— 

Total of crops 
and fallow 
(Tillage area) 

8813 

14502 

14617 






Temporary 
grass 

4093 

4217 

4752 



, 



Total arable 
land 

12906 

18719 

19369 






Permanent 
grass 

18773 

12319 

11698 

. 

. 

. 

. 

. 

Total cultivated 
area (excl. 
rough 

grazings) . . . 

31679 

31038 

31068 






Rough 

grazings 

16539 

17111 

17172 



. 

. 


* Preliminary data. 

^ Commercially cultivated areas only, excluding allotments and home gardens. 


imported as such or produced from imported materials. These im- 
ports have been reduced to small dimensions in order to save shipping 
space, and the effects on husbandry have necessarily been profound. 
The situation has been met in part by a reduction in livestock num- 
bers (see table below) and in part by increased domestic produc- 
tion of feed stuffs. The total acreage under crops other than grain 
grown specifically for feeding stock, i.e,^ beans, roots, green crops, 
etc., has increased by nearly 6oo,cxx> acres, or over 40%. 

The necessary economy in the use of feeding stuffs has been ef- 
fected largely through the reduction in the number of pigs and fowls, 
and the ploughing up of grassland has led to a reduction in the num- 
ber of sheep. The cattle population, on the other hand, has risen 
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Livestock Population in the United Kingdom 

According to June returns (ooo's) 



1939 

1941 

1943 

1944 

Cows and heifers in milk 

2841 

2878 

2910 

2931 

Cows and heifers in calf 

1044 

IIIO 

1414 

1446 

Total 

388s 

3988 

4324 

4377 

Other cattle 

4987 

4952 

4935 

5169 

Total cattle 

8872 

8940 

9259 

9546 

Total sheep and lambs 

26887 

22257 

20383 

20340 

Total pigs 

4394 

2558 

1,829 

1875 

Fowls 

69530 

58083 

46371 

50301 

Ducks, geese and turkeys 

4^7 

3976 

4358 

4906 

Total poultry 

74357 

62059 

50729 

55206 

Horses for agricultural purposes 

724 

747 

693 

658 

Other horses 

355 

307 

264 

260 

Total horses 

1079 

1054 

957 

918 


♦ Preliminary data. 


appreciably since 1939, and is now higher than it ever has been. 
Milk herds have grown most, in accordance with the Government's 
policy of promoting milk production. It has, however, been difficult 
to maintain yields. While it is estimated that the total supply of milk 
used in various forms for human consumption is greater than before 
the war, and the amount going into consumption as fresh milk under 
milk-marketing schemes increased by 37% between 1938/39 and 
1943/44 (June to May years), the quantity manufactured or used 
for feeding livestock has been reduced. The scarcity of feed stuffs 
has reduced the production of beef, in spite of the increase in cattle. 

Owing mainly to the requisitioning of fishing craft for naval pur- 
poses, total landings of fish have been much lower than before the 
war, as is shown below: ■ 

Landings of Wet Fish of British Taking 
cwts. (ooo’s) 

1938 20,907 1940 6,268 1942 6,091 

1939 15,687 1941 4,904 1943 6,175 

^Statistics relating to the War Effort of the United Kingdom. 

In Eire, also, there has been a large extension of the cultivated 
area. Farmers were obliged, after the outbreak of the war, to keep 
a minimum proportion of their land under the plough, and the mini- 
mum has been gradually increased. The area under wheat rose from 
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255»ooo acres in 1939 to 578,000 acres in 1942. In 1943 it fell back 
by some 12% and the harvest declined by roughly 25%. The Gov- 
ernment, however, took measures^ which resulted in the area under 
wheat being raised in 1944 to 642,000 acres, on which it is reported 
crops of good average yield were harvested. 

There has been no lack of meat nor any general shortage of most 
other animal products in Eire, though scarcity of fodder has caused 
a decline in butter production of some 10% and a reduction in pig 
and sheep numbers by 58% and 17% respectively, since 1940. By 
1943 exports of pork had ceased and those of mutton and lamb were 
insignificant. Cattle herds, on the other hand, have slightly increased 
since 1940. Shipments, in 1943, of slaughter cattle to the United 
Kingdom amounted, in terms of meat, to about twice the estimated 
domestic consumption of beef and veal. Total agricultural exports 
have, however, shrunk sharply, as is shown by the following official 
figures of the disposal of Eire’s agricultural output : 


Percentage Value of Total Output 



1938/39 

1942/43 

Consumed on farms 

330 

40.8 

Other home consumption 


37.0 

Exported 

37-8 

22.2 

Total 


100.0 


Far East 

Food supplies during the war are said to have been less inadequate 
in Free China than in occupied China.^ Before the outbreak of the 
war with Japan more than half of China’s crop production was 
derived from the territories constituting the Free China of 1943. 

The gross tonnage of total food crops in Free China was up to 
the pre-war average in 1943. As will be noticed from the table, cer- 
tain changes in the composition of that total and hence in consump- 
tion have taken place in recent years : sweet potatoes and also wheat 
have been substituted to some extent for rice. Though there have 
been serious local shortages in some areas. Free China now produces 
a quantity of cereals ''more than equivalent to its needs. It lacks 
acutely, however, certain foods, some of which were imported before 
the war.”® 

Occupied China, on the other hand, has suffered a heavy decline 
in per capita food consumption, owing to a series of floods and 
droughts. The situation was aggravated by Japanese requisitions, by 

1 Cf. Food Rationing and Supply 1943/44 (League of Nations 1944) » page 86 . 

2 See Owen L. Dawson, “China’s Food Problem,” in Foreign Agriculture, May 
1944, U.S. Department of Agriculture. 

3 Op. cit., page 102. 
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Production of Specified Crops 
Short tons (ooo,ooo's) 

All China Free China as of 1943 

Average 1931-37 1940 1941 1942 1943 


Rice 55.4 43.S (78) 36.5 37.7 37.3 39.6»> 

Wheat 23.8 9.3 (39) 1 1. 1 9.1 10.9 10.6 

Barley 8.6 4.6 (54) 4*7 4-i 4-9 4-5 

Maize 7.1 3-3 (46) 37 3 7 3-2 3-8 

Other Cereals 17.8 3.9 (22) 3.5 3.5 2.8 3.5^ 

Total cereals 112.7 64,6 (57) 59.5 58.0 59.2 62.0^ 

Sweet potatoes 19.8 11.9 (60) 14. i 15.3 13.4 15.5 

Peas and broad beans ... 6.8 4.7 (69) 5.0 4.4 4-9 

Soya beans 6.7 2.2 (32) 2.1 1.9 1.6 1.9 


Total food crops 146.0 83.4 (57) 80.8 79.6 79.2 84.0^ 

Ground nuts 3.0 i.i (36) 1.3 1.3 1.2 

Oil seeds 3.6 2,4 (67) 3.1 2.9 2.8 

Cotton 0.7 0.2 (30) 0.3 0.3 0.3 

Tobacco 0.7 0.5 (72) 0.6 0.5 0.5 


Grand Total 154.0 87.6 (57) 86.1 84.5 84.0 


a Percentage of ‘*A11-China” crop. 

^ Preliminary figure. 

the virtual cessation of imports and by the stopping, in large part, 
of the normal movement of foodstuffs from the regions now con- 
stituting Free China into the occupied areas. 

Good prospects for the 1944 crop in the fifteen provinces of Free 
Qiina were reported in July. For both winter and spring crops a 
total production somewhat above the pre-war average was expected. 
At the moment of writing final returns were not yet available. 

The available information about Japan’s food supply is scanty. 
The rice crop in 1942 was apparently good, perhaps some 20% larger 
than in the previous year, and, though the wheat crop was only moder- 
ately good, food conditions during the 1942/43 season were probably 
not unsatisfactory. The 1943 rice crop seems to have been slightly 
below normal. The wheat crop, according to the latest (unofficial) 
estimate available,^ which contrasts sharply with higher' estimates 
given previously, was some 20% below the 1935/39 average. The 
supply of fish, one of the main items in the national diet, is also be- 
lieved to have been substantially reduced. 

In India, the famine which broke out in 1943 and had particularly 
serious effects on the urban districts of Bengal during the summer 
and early autumn, was brought under control towards the end of the 

1 Foreign Crops and Markets ^ U.S. Department of Agriculture, September i8th, 

1944. 
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year or in the first months of 1944/ The large imports of wheat, 
mainly from Australia, arranged by the Central Government, and 
the exceptionally heavy rice crop harvested in the late autumn and 
winter months both contributed to this result. The 1943/44 rice crop, 
which was estimated at 2,287 niillion bushels, or 23% above the 
small crop of 1,861 million bushels harvested in 1942/43, was, in 
fact, the largest realized in two decades. On the other hand, the new 
wheat crop, amounting to 362 million bushels according to the latest 
official estimate, was barely average and was considerably smaller 
than the 412 million-bushel record crop of 1943. Thus, in view of the 
large annual increase in population (about 6 million at present) and 
of the tendency which has been apparent in recent years for increas- 
ing amounts of grain to be consumed on the farms or hoarded, it ap- 
pears that the food situation in India will continue to be tight in 
1944/45. A recurrence of the tragic famine conditions experienced 
in 1943 is not, however, to be expected, for the power of the Central 
Government to take preventive measures has been strengthened, and 
the provincial and state Government controls have been made more 
effective than they were a year ago. The acreage under both rice and 
wheat in 1944/45 is estimated to be somewhat larger than 1943/44. 

No early resumption of rice imports from Burma on anything like 
the pre-war scale is to be expected after the liberation of that coun- 
try. While prior to the Japanese invasion Burma usually exported 
over half her rice crop, she is now believed to produce less than her 
normal consumption requirements because of the break-down of in- 
ternal transport, requisitioning of men and cattle for engineering 
works for the invading army, and slaughtering of cattle for food. 
The great majority of the farmers use cattle or buffaloes for plough- 
ing. It is estimated that by 1944 one-third of the pre-war number of 
working cattle and buffaloes had been slaughtered, worked to death 
in strenuous transport and construction undertakings or had perished 
from disease. Normal rice production in Burma cannot be expected 
again without a restoration of the cattle population — a process which 
is estimated to require at least three to five years — or equivalent im- 
port of tractors which, however, are less suitable than draught animals 
for ploughing the flooded areas of lower Burma, where most of the 
rice is grown. 

Middle East and French North Africa 

During the war the countries of the Middle East (Iraq, Iran, Tur- 
key, Syria and Lebanon, Palestine, Transjordania and Egypt) have 
tended to put more land under cereals and vegetables, and in certain 

^ A fairly full account and analysis of the circumstances which upset India's pre- 
carious food balance and brought about the famine is given in Food Rationing and 
Supply, 1943/44, pages 88-90. 
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cases to reduce industrial crops. In Egypt, for instance, the Govern- 
ment adopted measures which resulted in a substantial shift from 
cotton to food crops. 

Unfavourable weather conditions and other factors, such as lack 
of fertilizers, caused yields to fall, however, and the crops in 1941 
and 1942 were below average. Indeed, the 1942 wheat crop in the 
Middle East as a whole was the lowest in more than a decade, and 
had to be supplemented in the course of the year 1942/43 by sub- 
stantial imports from overseas arranged by the Middle East Supply 
Centre. The situation was further aggravated by inflation, which led 
to hoarding by the farmers. In order to make the short supplies of 
bread cereals go round, recourse was had to higher extraction rates 
and the admixture of feed grains or bean flour. Rationing, also, had 
to be imposed (primarily in urban areas) or, where it was already in 
force (as in Turkey), to be tightened. The 1943 wheat crop was, 
however, good. It is estimated that the combined wheat harvests of 
all the countries here considered, with the exception of Transjordania, 
probably exceeded 300 million bushels. This figure is one-third larger 
than in 1942 when this crop was estimated at 225 million bushels, 
and is above the pre-war average for the area. Hence, the Middle 
East bread grain situation improved considerably in the year 1943/44. 
The improvement was particularly marked in Iraq and Iran, where 
conditions in 1942/43 had been the most difficult. The 1944 crop in 
Turkey, Syria, Lebanon, Palestine and Iraq combined was almost as 
large as the 1943 crop. In Iran the area under wheat is reported to 
have exceeded the already enlarged acreage harvested in 1943* In 
Egypt a subnormal wheat crop was offset, at least in part, by a large 
rice crop. 

In French North Africa, which normally exports grain to the 
mother country, wheat crops during the war have been persistently 
lower than in 1939, and in every year but one ( 1941 ) they have been 
below the 1934/38 average. A serious food shortage was encoun- 
tered in the larger cities when the liberating forces landed in Moroc- 
co and Algeria. It was due, in large part, to the fact that a substan- 
tial part of the small crop of 1942 had previously been exported to 
France to bridge over a season-end deficiency of wheat. The shortage 
in the North African area was relieved in the course of 1943 with 
the help of comparatively small shipments, mainly of grain, arranged 
by the Allies. The 1943 wheat crop, though not large enough to pro- 
vide a surplus for export, should have sufficed for normal local re- 
quirements. The 1944 crop, however, as a result mainly of protracted 
and widespread drought, turned out to be the poorest of the war 
period — so poor, in fact, as to call for supplementary imports. 
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Wheat Surplus Position in the Chief Exporting Countries 

The main food reserve for the early relief of impoverished areas 
in Europe and other deficit regions reviewed above is to be found in 
the wheat surpluses of the four principal wheat exporting countries, 
Canada, the United States, the Argentine and Australia. The develop- 
ment during the war of the supply situation of these four countries 
taken together is summarized in the following table. 

Wheat Acreage and Supplies 

Totals for Canada, U.S.A., Argentine and Australia* 


Area 


Crop- 

Year 

under 
Wheat® 
(Millions 
of acres) 

Initial 

Stocks 

Supplies Domestic 

Utili- 

Crop^ Total zation 

Surplus 

for 

Export or 
Carry-over 

Net 

Ex- 

ports 

Season- 

end 

Stocks 

1937-38 

141 

206 

Millions of Bushels 

1449 1655 

961 

694 

393 

301 

1938-39 

140 

301 

1814 

2115 

996 

1119 

485 

634 

1939-40 

121 

634 

1603 

2237 

953 

1284 

S04 

780 

1940-41 

121 

780 

1734 

2514 

947 

1567 

454 

1113 

1941-42 

1 14 

1113 

1663 

2776 

982 

1794 

377 

1417 

1942-43 

100 

1417 

1922 

3339 

1302 

2037 

352 

1685 

1943-44 

97 

1685 

1485 

3170 

1665c 

1505'' 

430 cd 

I075« 

1944-45 

1 14 

1075c 

1720 

2795 






♦Sources: Dominion Bureau of Statistics, OiUdidz.: Monthly Review of the Wheat Situation; 
U.S. Department of Agriculture: The Wheat Situation, Crop Production, Foreign Crops and 
Markets; Food Research Institute, Stanford University, Wheat Studies. 
a Area planted to the 1937 crop, 1938 crop, etc. 
b Harvest of 1937, of 1938, etc. 
c Provisional estimate subject to revision. 

d In 1943-44, for the first time during the war, the United States was a net importer of wheat. 
These net imports, amounting to 77 million bushels, were used entirely for feed and are deducted 
here. 


Owing to a series of large harvests, the estimated carry-over rose 
from a little more than 600 million bushels just before the outbreak 
of the war in 1939 to nearly 1,700 million by the end of the 1942/43 
season. The harvests were larger owing to high yields. The total 
acreage was reduced by nearly one-third in six years. The four gov- 
ernments in fact endeavoured to check the rapid increase in supplies 
and to divert resources to the production of more immediately needed 
foodstuffs.^ But the average yield of wheat rose from 13 bushels per 
acre in 1938 to over 19 bushels in 1942, and at the same time exports 
declined, as continental Europe was unable to purchase. Supplies (i.e., 
production plus carry-over) in 1942/43 thus reached a total more 

1 Wheat acreage was diverted mainly to feed grains and oil-bearing plants. Thus, 
in the United States, where the harvested acreage under 49 crops, excluding wheat, 
cotton and tobacco (all three subjected to area restriction), increased by 30 million 
acres or some 12% between 1939 and 1943, the whole of this expansion was ac- 
counted for by crops destined primarily to support livestock and vegetable-fat pro- 
duction. 
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than three times as large as the normal domestic ‘'disappearance^' of 
wheat in the four countries. From that year onwards, however, wheat 
was used much more extensively for purposes other than food, par- 
ticularly in the United States. Increasing amounts were fed to live- 
stock, or were turned into alcohol for the production of synthetic rub- 
ber, or for other war purposes. In the Argentine, wheat was even 
used as fuel in place of coal.^ 

In 1943/44 there was a sharp fall in the aggregate crop,^ a con- 
tinued rapid expansion in the use of wheat for non-food purposes,® 
and some rise in net exports.^ As a result, the combined carry-over 
declined to roughly 1,100 million bushels. In anticipation of relief 
shipments and increased requirements for purposes other than bread, 
acreage restrictions were removed or relaxed in 1943, and the area 
planted under wheat for harvesting in 1944 was substantially in- 
creased both in the United States and in Canada. Good yields re- 
sulted in a record crop in the United States — in fact, the largest in 
the nation's history — and an average crop in Canada. The crops of 
the Argentine and Australia were both very small, owing to drought. 
The Argentine crop was two-thirds and the Australian crop less than 
one-third of normal. But the aggregate harvest of all four countries 
was the second largest of the war period. Including the estimated car- 
ry-over, the total supply of 1944/45 amounts to about 2,800 million 
bushels. 

At the end of August 1944 the International Wheat Council, re- 
viewing the prospective wheat situation in 1944/45, suggested that, 
out of the supply which was expected then to amount to approxi- 
mately 3,000 million bushels, allowance should be made for domestic 
requirements in the four countries of some 1,400 million bushels — 
about 700 million for food and 700 million for seed and other non- 
food purposes. It will be noticed that the latter figure implies a sub- 

1 50 million bushels of old wheat were so used in 1943/44. 

2 Most of the drop took place in Canada, whose wheat harvest shrank from 557 
million bushels in 1942 to 285 million in 1943. But also in the United States and 
Australia the harvests declined, from 974 to 841 and from 156 to 108 million bushels, 
respectively. 

2 In the United States, domestic “disappearance” of wheat in 1943/44 compared 
with past years and with the forecast for the current consumption was as follows : 



Food 

Feed 

Seed 

Industrial 

Alcohol 

Total 

Net 

Exports 

Average 1932/41 

479 

1 17 

81 

— 

677 

33 

1941/42 

529 

303 

65 

55 

952 

33 

1943/44 

543 

503 

79 

108 

1,233 

—77 

I 944 / 4 S 

(forecast) 

535 

230 

80 

70 

915 

65 

The 1943/44 net imports of 77 million bushels included in the domestic 

“disappear- 


ance” for that year were all for feed use. 

^ Exports, including the 77 million bushels net [cf, (2) above] imported by the 
United States from Canada, approached 500 million bushels, according to the pre- 
liminary data available. 
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stantial reduction from the quantity which was actually allocated to 
non-food uses in 1943/44/ From the total supply now estimated at 
roughly 2,840 million bushels there would then remain some 1,400 
million bushels for export and carry-over. The Wheat Council as- 
sumes that net exports in 1944/45 may amount to about 600 mil- 
lion bushels,^ which is nearly 200 million bushels in excess of the net 
exports in 1943/44; this would give a carry-over at the end of July 
1945 of about 800 million bushels, including 200 million bushels for 
minimum working stocks in the four countries, and an exportable 
balance of approximately 600 million bushels. 

It is relevant to note that in the three harvest years prior to the 
outbreak of the war, an average of 160 million bushels of wheat per 
year were imported® into Continental Europe; of these, 138 million 
bushels came from the Argentine, Australia, Canada, and the United 
States. Continental Europe’s own crop averaged 1,626 million bush- 
els per annum in that period. The British Isles produced about 85 
million bushels per annum and imported some 200 million bushels, 
of which 172 million bushels came from the four countries men- 
tioned. The aggregate of 310 million bushels imported by Europe 
from those countries represented about three-fourths of their total 
net exports. At present, and presumably for some time to come, little 
wheat, if any, is or will be obtainable from other extra-European 
sources. After five to six years of war, which have led to a decline in 
production and a depletion of stocks, the Continent’s import require- 
ments have greatly increased. The 1944 wheat crop of Continental 
Europe was probably not more than 1,300 million bushels, and it 
may have been even smaller. In order to bring current supplies from 
production and imports combined up to the pre-war average ( i ,626 
plus 160 ~ 1,786 million bushels), net imports of nearly 500 million 
bushels would thus be required by Continental Europe alone. An even 
larger amount would be necessary if stocks were to be restored to their 
pre-war level. In the British Isles, on the other hand, where wheat 
production in 1944 seems to have been about 75 million bushels 
above the pre-war average, net imports of 125 million bushels would 
suffice to bring supplies in 1944/45 up to the pre-war average. The 
total of these purely hypothetical import figures for Europe (600 to 
625 million bushels) is equal to well over one-half of the estimated 
carry-over. 

United States 

Total crop production in 1942 was the largest in the history of the 
United States. The 1943 harvest was smaller, but still well above the 

1 See the 1944-4S forecast for the United States, page 109, footnote 3. 

2 Net exports from the United States of some 65 bushels are officially forecast for 

1944/45.. 

® Net imports of wheat and wheat flour in terms of grain. 
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average for most crops. In 1944, greater yields from larger acreages^ 
again raised total crop production almost to the record level of 1942. 
The production of vegetables, even disregarding victory-garden crops 
which are not covered by the statistics, shows the most rapid advance 
since 1939, as may be seen from the official index of production by 
main categories of crops, which is reproduced below : 

Crop Production in the United States 

1923-32 (pre-drought) average = 100 



Field 

crops 

Fruits 

Vegetables for : 
Processing Market 

All 

crops 

1939 

99.3 

125.4 

124.4 

141.2 

102.7 

1940 

104.3 

126.2 

153.9 

139.4 

107.3 

1941 

106.5 

130.2 

188. 1 

137.6 

109.8 

1942 

121.3 

136.0 

225.1 

144.4 

123.9 

1943 

1 14. 1 

126.0 

202.9 

154. 1 

1 16.8 

1944 

120.2 

137-8 

207.8 

175.6 

123.7 

1944 as % of 1939 

121.0 

109.9 

167.0 

124.4 

120.4 


Source: Crop Production^ Annual Summary, 1944, U.S. Department of Agri- 
culture. 


The meat production in 1944 was more than 26 million pounds: 
almost 10% above the 1943 figure and nearly two-thirds above the 
average for 1935-39. The production of milk for human consump- 
tion in 1944 was about the same as in 1943, when it was 14% above 
the pre-war average. Butter production was 8% less than in 1943. 
The output of lard, margarine and other fatty substances, however, 
has been rapidly expanded with the result that, by 1944, total pro- 
duction of food oils and fats, including butter, was about 30% above 
the 1935-39 average. ^ 

The rapid increase in over-all food production during the war has 
been accompanied by large increases in food requirements, especially 
in the demand for animal food products. Men in the armed forces 
consume much more and better food than they did in civilian life. 
In addition, lend-lease operations^ have absorbed an increasing pro- 

1 The total harvest-area under 52 crops increased by 554 million acres from 346.6 
million in 1943 to 352.1 million in 1944, compared with an average for 1933-42 of 
327.7 million acres. 

2 The lend-lease aid furnished up to December 31st, 1944, is valued at 35,400 mil- 
lion dollars, of which shipping and other services accounted for 11%, munitions for 
51%, industrial items 24%, and foodstuffs and other agricultural products for 14%. 
The size of the last item and its relative share in the total has been as follows : 


Cumulative 

Total 

1941 1942 1943 1944 1941/44 

Total Lend-Lease $1,244 $7»oo9 $11, 733 $15,400 $35,386 

Of which foodstuffs, etc. ... 371 898 1,321 2,365 4,955 

Per cent 29.8 12.8 11.3 15.4 14.0 


Of total lend-lease exports of foodstuffs up to the end of December 1944, 61.3% 
by value, went to the United Kingdom, 28.9% to the U.S.S.R., 5.7% to Africa, 
Middle East and the Mediterranean Area, and 4.1% to China, India, Australia, New 
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portion of total production : it was estimated that between their in- 
ception and the middle of 1944 they accounted for nearly 10% of 
total food production over the same period. But in spite of these war 
demands the response of the farming community to the needs of the 
times has been such that domestic civilian consumption has risen, 
especially among the lower-income groups, with the rise in average 
income. During 1944 civilians ate 140- 145 pounds of meat per capita, 
or 12-16% more than in I93S-39- Civilian butter consumption, on 
the other hand, had fallen from 16.7 to 10.5 pounds per capita, and 
the per capita consumption of food fats as a whole was down by some 
13%. Sugar consumption in various forms had fallen by 9%, and 
consumption of fruits and fruit-products by 5%. Since, however, 
civilian consumption of flour and grain products and of vegetables, 
not counting city garden produce, had increased by some 8%, over- 
all civilian food consumption per capita in 1944 was, according to 
official estimates/ at least 7-8% above the average for 1935-39. 

British Dominions 

In Canada agricultural conditions during the last few years have 
been broadly similar to those in the United States. The decline in 
crop production in 1943 from the record volume of 1942 was, how- 
ever, heavier, and the recovery in 1944 was less spectacular. The 
1944 wheat crop was about average, while exceptionally good yields 
from a reduced acreage under other cereals resulted in a large harvest 
of feed grain. Meat production in 1944 was tentatively estimated at 
about 2,500 million pounds. Total milk production in 1944 is esti- 
mated to have been slightly higher than in 1943 and much above the 
pre-war level. The heavy demand for fluid milk, however, has made 
it difficult to maintain the production of butter. 

The rapid over-all increase in Canada’s agricultural output since 
^939 has made it possible to increase domestic civilian supplies of 
most food products very substantially, despite the fact that heavy 
military requirements have had to be satisfied and that food exports 
to the United Kingdom and other United Nations have been at hi^h 
levels. 

In Australia, whose agricultural exports, owing to the long dis- 
tances involved, have been particularly affected by the shortage of 
shipping space during the war, expansion of food production as a 
whole was not encouraged in the early years of the war. Since 1942, 
however, the armed forces of the United States in the southwest 
Pacific have made increasing demands on Australian food produc- 

Zealand and some other countries. These exports were offset in some part by re- 
verse lend-lease of local food products delivered to the United States armed forces 
stationed m certain of the countries concerned. 

1 A shift in acreage from coarse grains back to wheat was noticeable in 1944 
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Indices of Per Capita Supplies of Food Moving into 
Civilian Consumption in Canada 

1935-39 average = 100 



1943 

1944 


1943 

1944 

Beef 

.. 125 

129 

Butter 

90 

88 

Veal 

.. 97 

108 

Lard 

262 

262 

Mutton and lamb . . . . 

.. 84 

71 

Other fats and oils 

85 

84 

Pork (excl. lard) . . . 

.. 144 

150 

Fats, all kinds 

105 

104 

Meat, all kinds 

. . 129 

132 

Grain products 

109 

107 

Poultry, game, fish . . . 

. . 121 

106 

Pulses and nuts 

92 

126 

Eggs 

. . 116 

121 

Potatoes 

105 

97 

Fluid milk 

.. 113 

1 17 

Tomatoes 

95 

107 

Dairy products, all 



Other vegetables 

85 

109 

kinds (excl. butter) 

. . 116 

1 19 

Fruit and fruit products . 

112 

122 

Source : Dominion 

Bureau 

of Statistics, Quarterly Bulletin of 

Agricultural 


Statistics. 


tion. In the latter part of 1943, it became necessary to release farm 
workers from the Australian army to relieve the labour shortage in 
agriculture, particularly in the dairy industry. Taking account of 
domestic consumption, exports to Britain, and deliveries to the 
United States forces, it was estimated that in 1944 Australia, a coun- 
try with 7,000,000 inhabitants, was feeding some 12,000,000 people. 

The wheat acreage in Australia has been reduced by over one- 
third since 1939; hence, the wheat crop, while varying a great deal 
from year to year, has been smaller on the average than before the 
war. The 1944 crop, in consequence of a serious drought, turned out 
to be a complete failure. Estimated at 50 million bushels, it is far 
below domestic requirements, and the exportable surplus of old wheat 
may well be wiped out in the year 1944/45. According to a statement 
made by the Minister of Agriculture for Victoria, ‘'it might become 
necessary to import wheat from overseas to ensure adequate supplies 
in 1945 for the Australian population and forces in the southwest 
Pacific and to feed stock. 

The effect of the 1944 drought on the livestock industry was par- 
ticularly marked in the case of sheep, and was reflected in the wool 
clip of the 1944/45 season. Millions of sheep perished and, although 
the cattle population as a whole suffered less, “it is the consensus of 
informed opinion that the peak of Australia’s beef production has 
been passed, and that output will decline until herds throughout the 
southern part of the continent can be restored. It is expected that 
this will take six to eight years to accomplish.”^ 

In New Zealand and the Union of South Africa agricultural con- 
ditions during the war have been similar to the pre-drought condi- 

1 “Australian Cable” in Monthly Review of the Wheat Situation, December 1944, 
Dominion Bureau of Statistics, Agricultural Branch, Ottawa. 

^Cf. The Times (London), November 24th, 1944. 
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tions in Australia, except in one respect. Since before the war neither 
South Africa nor New Zealand grew enough wheat to satisfy domes- 
tic requirements, some extension of the acreage under wheat has been 
encouraged during the war in both countries. A notable increase in 
livestock numbers, with the exception of sheep, has taken place in 
South Africa; the upward trend (since 1937) has been particularly 
marked in the case of cattle. In New Zealand the sheep population 
at the end of April 1944 was the largest on record: cattle numbers 
have remained approximately at the 1934/38 average. 

Latin America 

The Argentine wheat crop of 1944/45 is officially estimated at 
156 million bushels. This is the poorest harvest since 1939, and is 
only 65% of the 1932/41 average of 240 million bushels. Since the 
balance of unsold old wheat is still large, however, some 200 million 
bushels in excess of anticipated domestic requirements will be avail- 
able for export during the new crop year, or for carry-over at the 
end of November 1945. The new maize crop to be harvested in March 
and April 1945 is reported to have suffered considerable damage 
from drought. It is consequently expected to be substantially smaller 
than last year’s good crop of 344 million bushels, though not as small 
as the 76 million-bushel crop which was harvested after the excep- 
tionally severe drought that prevailed late in 1942 and in the early 
part of 1943. In 1944, livestock production, both in the Argentine 
and in Uruguay, is reported to have recovered satisfactorily from 
the effects of the 1942/43 drought, which caused huge losses of 
cattle. In Brazil, the production of beef and veal, representing some 
77% of the commercial meat supply, has declined considerably since 
1942, the peak year of war-time exports. In 1944 production was 
barely adequate to meet the domestic demand, which has increased 
with the rise in incomes resulting from the all-round economic ex- 
pansion during the war. 

For the other Latin- American countries only incomplete and scat- 
tered statistics are available for recent years. Most of these countries 
have in the past specialized in the export of one or two food products 
and have imported others, and there seems to have been a fairly gen- 
eral tendency during the war towards increased diversification of 
crop production and the encouragement, also, of livestock produc- 
tion. 



CHAPTER III 


CONSUMPTION AND RATIONING 

The object of this chapter is to show the changes in consumption 
during the fourth and fifth years of the war. A first section, based 
largely on information contained in the League's study on Food 
Rationing and Supply, 1^43/44 surveys the food situation up to the 
summer of 1944. A second section deals with consumption other than 
food, and a concluding section shows, but more summarily, changes 
in the food situation during the second half of 1944.^ 

Consumption and Rationing in the Summer of 1944 

The supply of foodstuffs during the fourth year of war was on 
the whole as large as, or larger than, during the preceding year, 
though in the chief belligerent countries in Europe and Asia it was 
far below peace-time levels. In Europe the situation was improved 
by the relatively favourable 1943 crop, but in India dislocations in 
the system of distribution led to serious local famine. 

It is difficult, and often impossible, to give more than general in- 
dications of levels of food consumption. The bulk of the available 
information is contained in rationing regulations. It comes through 
with unavoidable delays and is not always complete or trustworthy. 
Moreover, rations are differentiated both according to consumer cate- 
gories and according to localities, and it is generally impossible to 
calculate national averages or to determine what are truly “typical" 
rations. The rationing period is frequently changed as a means of 
varying rations, and such changes are not always easy to trace. 

But even if the rationing data were in all respects complete and 
trustworthy, they would relate to legal rations only. In North Amer- 
ica, the United Kingdom, Sweden, and Switzerland, and probably 
also, during this period, in Germany, rations were honoured in full, 
but in the occupied areas animal foods, in particular, were wholly 
or partially unobtainable for shorter or longer periods. In some cases 
wages were increased less than food prices, and the poorer sections 
of the population may have been unable to buy the full official rations. 
On the other hand, rationing is almost invariably accompanied by a 
“black market." Available reports indicate that the quantity of goods 
handled on the black market has been increased all through the war, 
and that it has played a by-no-means negligible role over the greater 
part of Europe. The actual extent of black-market operations depends 
on a number of circumstances — ^the efficiency of the administration, 
the extent to which governments succeed in controlling the sources 

^ The reader is referred to Wartime Rationing and Consumption^ League of Na- 
tions, 1942, for a discussion of the technical problems of rationing. 
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of supply, monetary and fiscal policy, and so on. Inflation generally 
makes it more difficult to obtain deliveries from the farmers, despite 
threats of punishment for non-compliance with official regulations, 
and special incentive payments in cash or kind. In general, the lower 
the official rations are, the greater is the incentive both to sell and to 
buy on the black market. In certain parts of eastern Europe and the 
Balkans supplies were so scarce that even sky-rocketing black-market 
prices could not bring forth substantial extra quantities of food. It 
is not possible to determine to what extent these different factors 
balance each other, for conditions differ from one country to another 
and from time to time. It would seem reasonable to assume, however, 
that in most countries actual rations tended to exceed the maxi- 
mum permitted by the legal rations of the classes subject to rationing. 

It is necessary to recall, moreover, that rationing relates, on the 
whole, to the non-agricultural population. Experience has shown that 
it is difficult, if not impossible, to ration farmers as strictly as non- 
farmers, and in most areas farmers are living on a nutritional level 
which, if not always satisfactory, is not much lower than it was before 
the war. Legal rations, therefore, are more representative of actual 
levels of national consumption in highly industrialized countries than 
in more agricultural countries. 

During the war quality of food has, by official regulation or other- 
wise, been modified. Bread contains admixtures of barley, oats, pota- 
toes, etc., and is made of flour of higher extraction than was usual 
before the war. In the case of meat the proportion of bone and waste 
has increased ; cheese and milk contain less fat. In the rationing tables, 
however, one pound of bread or meat is necessarily considered as the 
equivalent of another pound of bread or meat, and for this reason the 
figures tend to understate the deterioration in diets which has actually 
taken place. 

Finally, rations differ according to calegpries of consumers. Dur- 
ing the last war most rationing was based on the principle of equality, 
but populations are now divided into categories by sex, age and occu- 
pation, and special regulations are often in force for the sick and the 
old, and for expectant and nursing mothers. In Sweden, for instance, 
official statistics show some 50 different consumer categories. The rel- 
ative rations of different consumer categories, while generally adapted 
to physiological requirements, show considerable variation from coun- 
try to country. As a first step, it is useful to consider rations of '‘nor- 
mal consumers’’ who constitute the largest and most representative 
single consumer category. Such rations are shown in Table i for the 
period 1941 up to date. 

While the rations in the table generally relate to January of each 
year, lack of information has in some cases necessitated the use of 
data pertaining to a somewhat earlier or later period ; for some coun- 
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tries it has even been necessary to piece together information pertain- 
ing to diiferent rationing periods. While the information is thus in 
some cases approximate and subject to revision, it is believed to give 
a fairly accurate picture of conditions as a whole. 

It is convenient to consider countries under the following groups : 
(a) Germany and German-dominated Europe; (b) the U.S.S.R. ; 
(c) the United Kingdom and the European neutrals; (d) the rest of 
the world. 

A. Germany and German-occupied Europe 
Rations of Normal Consumers 

In order to express rations of various foods in a single unit of 
measurement, it is a common practice to convert them into calories. 
These are a convenient yardstick, but they do not reflect the nutri- 
tional value of the diet except as a source of energy.^ 

The effects of rationing on national diets differ according to 
whether the rationing is total or partial. If all the staple foods (which 
normally account for 95% or more of the calories in the diet) are 
rationed, the average consumer cannot legally obtain any substantial 
addition to his ration, and the rationing determines in practice the 
total amount of calories in the diet. On the other hand, if one or more 
of the staple foods (bread, potatoes, or milk) are free, rationing in- 
fluences the composition of the diet, but leaves it to the individual 
consumer to determine how large his total intake of calories shall be. 
Hence, for purposes of comparison, a distinction should be made be- 
tween countries where rationing is total and countries where one or 
more of the important staple foods are free. 

Diagram la shows the composition and calorie value of legal ra- 
tions in those countries where total rationing was in force in the 
summer of 1944. Normal consumers were entitled to about 2000 calo- 
ries a day in Germany, and between 1500 and about 1800 calories in 
Bulgaria, the Protectorate of Bohemia and Moravia, Finland, the 
Netherlands, and Belgium. Rations were between about 1000 and 
1500 calories in Norway, the Baltic States, Slovakia, Poland, France 
and Italy. 

Diagram ib shows rations in countries where rationing was partial. 
In Roumania rationing was not rigidly applied outside Bucharest, and 
rations of fats and cereals were ample. It is reported also that during 
some periods most commodities were free. In Denmark, milk and 
potatoes were free and meat was only locally rationed, and in Hun- 
gary — also a preponderantly agricultural country — there were no 
signs of any over-all calorie deficiency. The situation in Serbia and 
Croatia were different : rations were low and the supply of unrationed 

1 For a discussion of this method of measurement see Food Rationing and Supply, 
1943I44, page 20. 



Food Rations of Normal Consumer^ 

( Grammes per week^ " 

Explanation: r: rationed; Lr.: locally rationed; 


Country 

Year 

Breads 

and 

Flour 

Cereals^ 

Potatoes 

- Sugar 

Canada 

1941 

Free 

Free 

Free 

Free 


1942 

Free 

Free 

Free 

Free 


1943 

Free 

Free 

Free 

225 


1944 

Free 

Free 

Free 

225 

United States 

1941 

Free 

Free 

Free 

Free 


1942 

Free 

Free 

Free 

Free 


1943 

Free 

Free 

Free 

225 


1944 

Free 

Free 

Free 

225 

United Kingdom 

1941 

Free 

Free 

Free 

225 


1942 

Free 

Free 

Free 

225 


1943 

Free 

Free 

Free 

225 


1944 

Free 

Free 

Free 

225 

Italy 

1941 

Free 

470-570 


140 


1942 

1050 

470-570 

250 

IIS 


1943 

1050 

500-625 

500 

125 


1944 

1400 

500 

250 

125 


Siunmer 1944 

1400 

750 

250 

125 

Germany 

1941 

2250 

150 

Free 

225 


1942 

2000 

150 

r 

225 


1943 

2250 

150 

4500 

225 


1944 

2425 

150 

3500 

225 


Summer 1944 

242s 

150 

l.r. 

225 

Belgium 

1941 

1570 

45 

3500 

225 


1942 

1570 

45 

3500 

225 


1943 

1570 

60 

3500 

225 


1944 

2100 

60 

3500 

225 


Summer 1944 

1750 


2100 

225 

Bulgaria 

1941 

Free 

Free 




1942 

2100 

250 




1943 

2100 

100 


250 


1944 

3865 

100 


375 


Summer 1944 

3515 

50 

Free 

125 

Czechoslovakia 

1941 

1900 

150 

Free 

300 

(Protectorate) 

1942 

2240 

150 

2000 

250 


1943 

2250 

150 

4000 

300 


1944 

2425 

150 

2500 

250 


Summer 1944 

2425 

ISO 

2500 

250 

Czechoslovakia 

1941 



Free 


Slovakia 

1942 

1540 


Free 

235 


1943 

1545 


3000 

175-230 


1944 

1670 


3000 

175-230 


Summer 1944 

1540 


3000 

175-230 


le I 

about January of each Year 1^41-1944 

I ounce = 28.4 grammes) 

p.r.: point rationing; blank: no information. 


Jam, 

Honey, 

etc. 

Meat^ 

Meat 

Prod. 

Fatsf 

Liquid 
Milk 
( whole) 

Cheese 

F>ggs 

Coffee^ 
& Tea 

Free 

Free 

Free 

Free 

Free 

Free 


Free 

Free 

Free 

Free 

Free 

Free 


Free 

Free 

I. SO 

Free 

Free 

Free 

ns 

1 15 

455 - 1 135 

170 

Free 

Free 

Free 

ISO 

Free 

Free 

Free 

Free 

Free 

Free 


Free 

Free 

Free 

Free 

Free 

Free 


p.r. 

p.r. 

p.r. 

Free 

Free 

Free 

150 

p.r. 

p.r. 

p.r. 

Free 

p.r. 

Free 

Free 

Free 

i/io 

225 

Free 



55 

55 

1/2 

225 

r 

55 

ll2-2l2^ 

55 

1 15 

1/2 

225 

r 

85 


55 

115 

1/2 

225 

r 

55 


55 



100 




nil 


100-200 

100 

l.r. 

60 

I 

nil 


100- I 50 

100 

l.r. 

100 

l.r. 

nil 


30-80 

75 

l.r. 

100 

l.r. 

nil 


30-80 

35 

l.r. 

100 

l.r. 

nil 

175 

500 

270 

nil 

50 

r 

I00« 

175 

300 

205 

nil 

50 

r 

80 

175 

350 

20 s 

nil 

60 

r 

60 

175 

250 

185 

nil 

60 

r 

60 

175 

250 

23 s 

nil 

60 

I 

60 

105 

245 

105 

nil 


nil 

90 « 

120 

245 

105 

nil 


nil 

30 

105 

210 

70 

nil 


nil 

10 

140 

140 

105 

nil 

50 

nil 

20 

140 

140 

95 

nil 

25 

nil 

20 


Free 

200 


200 




200 

200 


100 




400 

250 


100 


5 


400 

200 

nil 

75 


5 


400 

200 

free 

SO 


5 


500 

155 

nil 



r 

205 

300 

160 

nil 



I25« 

205 

350 

165 

nil 



75 

205 

250 

17s 

nil 



75 

205 

250 

175 

nil 



75 


300 

ISO 



Free 

10 


400 

60 

700 


3 

10 


200 

60 

700 


I 

10 


200 

60 

700 

Free 

I 



Country 

Year 

Table i * 

Food Rations of Normal Consumer ■ 
( Grammes per week*’ * 
Explanation: r: rationed; Lrr, locally rationed; 

Breads 

and 

Flour Cereals^ Potatoes Sugar 

^(Continued) 

about January of each Year 1941^1944 
' I ounce = 28.4 grammes) 
p.r,: point rationing; blank: no information. 

Jam, Meat^ Liquid 

Honey, Meat Milk 

etc. Prod. Fatsf (whole) 

Cheese 

Eggs 

Coffeeif 

6 ? Tea 

Denmark 

1941 

2280 

235 

Free 

46s 


Free 

3 “50 

Free 

Free 

Free 

30 


1942 

2280 

235 

Free 

46s 


Free 

315 

Free 

Free 

Free 

30 


1943 

2320 

250 

Free 

375 


Free 

300 

Free 

Free 

Free 

nil 


1944 

2350 

310 

Free 

300 


l.r. 

300 

Free 

Free 

Free 

nil 


Summer 1944 

2350 

310 

Free 

350 

Free 

l.r. 

300 

Free 

Free 

Free 

nil 

Finland 

1941 

2275 



175 

nil 

5.58 F.Mks. 

175 

2160 



35 


1942 

1810 


l.r. 

250 

120 

1.40 F.Mks. 

70 

700 



6o« 


1943 

2275 

60 

2500 

175 

120 

1.86 F.Mks. 

125 

1400 



60 


1944 

2275 

60 

3750 

120 

120 

4.19 F.Mks. 

125 

2100 



60 


Summer 1944 

2275 

40 

3750 

120 

120 

2.7 F.Mks. 

125 

2100 



60 

France 

1941 

2350 

135 

l.r. 

115 

r 

360 

100 

nil 

50 


60s 


1942 

1925 


l.r. 

II 5 

60 

180 

100 

nil 

50 


60 


1943 

1925 

60 

l.r. 

115 

60 

160 

70 

nil 

50 

l.r. 

35 


1944 

2100 

55 

l.r. 

II 5 

60 

120 

70 

nil 

50 

l.r. 

35 


Summer 1944 

2100 


l.r. 

125 

l.r. 

l.r. 

35 

nil 

50 

l.r. 

35 

Hungary 

1941 




70-230 









1942 

2350 


l.r. 

80-240 



140 

nil 

Free 




1943 

1605 


l.r. 

80-260 


l.r. 

140 

nil 

Free 

r. 

l.r. 


1944 

2660 


l.r. 

80-260 


l.r. 

140 

nil 

Free 

r. 

l.r. 


Summer 1944 

2400 


l.r. 

80-260 


l.r. 

140 

nil 

Free 

r. 

l.r. 

Baltic States 

1941 













1942 

1700 

150 


150 

l.r. 

250 

180 

nil 

l.r. 

l.r. 

80s 


1943 

1700 

150 

2000 

150 

l.r. 

250 

180 

nil 

l.r. 

l.r. 

80 


1944 

2000 

150 

2000 

150 

l.r. 

250 

180 

nil 

l.r. 

l.r. 

80 

Netherlands 

1941 

2360 

150 


280 


320 

250 

1750 

100 

r 

40 


1942 

1800 

160 

3.S00 

250 

125 

175 

200 

nil 

125 

r 

60S 


1943 

1890 

150 

4000 

250 

125 

200 

145 

nil 

75 

r 

60 


1944 

18^ 

150 

3000 

250 

125 

125 

145 

nil 

50 

r 

30 


Summer 1944 

1890 

150 

3000 

250 

125 

125 

145 

nil 

50 

r 

40 

Norway 

1941 

2080 



200 


Free 

315 

Free 

Free 

Free 

40 


1942 

1645 

100 

2800 

200 


l.r. 

150 

nil 

95 

nil 



1943 

1820 

40 

3000 

200 


l.r. 

210 

nil 

50 

nil 

40 


1944 

1820 


3000 

200 

70 

l.r. 

210 

nil 

45 

nil 

nil 


Summer 1944 

1820 

35 

3000 

200 


l.r. 

210 

nil 

20 

nil 

nil 

Poland 

1941 

1750 

r 

r 

125 


70-250 

60 

r 

nil 


60s 


1942 

1750 

r 

2500 

100 


130 

30 

nil 

nil 


45 


1943 

2095 

r 

r 

70 


95 

nil 

nil 

nil 

nil 

30 


1944 

2250 

50 

2000 

75 

125 

100 

nil 

nil 

nil 

nil 

60 


Summer 1944 

2100 

50 

2000 

75 

125 

100 

nil 

nil 

nil 

nil 

30 

Roumania 

1941 








Free 

Free 

Free 



1942 

1500 

600 

Free 

i8S 

Free 

250 

350 

Free 

Free 

Free 



1943 

1750 

1000 

Free 

150 

Free 

KOO 

125 

Free 

Free 

Free 



1944 

2100 

1200 

Free 

250 

Free 

500 

375 

Free 

Free 

Free 



Summer 1944 

2100 


Free 

300 

Free 

500 

195 

Free 

Free 

Free 




Table i f Continued ) 

Food Rations of Normal Consumer^ ibout January of each Year 1941-1944 
( Grammes per week^ * t ounce = 28.4 grammes) 

Explanation: r: rationed; Ir.: locally rationed; t>.r,: point rationing; blank: no information. 


Country 

Year 

Breads 

and 

Flour 

Cereals^ 

Potatoes 

Sugar 

Jam, 

Honey, 

etc. 

Meat^ 

Meat 

Prod. 

Fatst 

Liquid 

Milk 

(whole) 

Cheese 

Eggs 

Coffeef 
(3 Tea 

Yt^oslavia 

1941 












Croatia 

1942 

1400 

70 


125 


300 

125 






1943 

1050 

115 

2100 

75 


ISO 

100 

nil 

100 

I 



1944 

1375 

115 

2000 

75 


250 

no 

nil 

100 

I 



Summer 1944 

1375 

115 

1500 

75 


250 

60 

nil 

100 

I 


Yugoslavia 

1941 












Serbia 

1942 

1800 



75 


200 







1943 

1850 



150 


125 

20s 






1944 

2000 



125 


100 

245 






Summer 1944 

2000 



75 


100 

245 





Ireland 

1941 

Free 












1942 

Free 

Free 

Free 

340 

Free 

Free 

Free 

Free 

Free 

Free 

IS 


1943 


Free 

Free 

340 

Free 

Free 

225 

Free 

Free 

Free 

30 


1944 

Free 

Free 

Free 

340 

Free 

Free 

170 

Free 

Free 

Free 

20 

Spain 

1941 

560-1225 





25 

250 

Free 

Free 

Free 

r 


1942 

560-1050 

r 

r 

250 


r 

200 

Free 

Free 

Free 

r 


1943 

630-1400 

35-60 

1000 

45 



r 

Free 

Free 

Free 

r 


1944 

1050-1750 

r 

r 

45 



r 

Free 

Free 

Free 

r 

Sweden 

1941 

1845 

30 

Free 

500 

r 

Free 

235 

Free 

55 

Free 

85 


1942 

1515 

ISO 

Free 

430 

r 

400 

250 

Free 

30 


20 


1943 

151S 

330 

Free 

465 

r 

230 

250 

Free 

30 

54 

30 


1944 

1625 

430 

Free 

465 

r 

400 

320 

Free 

6 S 

54 

55 


Summer 1944 

1625 

185 

Free 

390 

r 

400 

310 

Free 

65 


30 

Switzerland 

1941 

Free 

465 

Free 

235 


Free 

245 

Free 

Free 

Free 



1942 

Free 

290 

Free 

140 


465 

190 

Free 

ISO 

3/4 

75 


1943 

1700 

350 

Free 

IIS 

165 

390 

200 

3255 

115 

1/2 

IIS 


1944 

1755 

400 

Free 

IIS 

IIS 

335 

130 

2905 

70 

1/2 

140 


Note : Several countries not given in the table above ration one or more commodities (in grammes For further details see : 
per week) : Bread: Tunis (3500) ; Turkey (3150) ; Portugal (3500) ; Rice: Japan (2310) ; Food Rationing and Supply, 1^43/44, pp. 16-18. 

Sugar: Australia (455) ; New Zealand (340) ; Japan (170) ; Meat: Australia (680-1815) ; Wartime Rationing and Consumption, 1942, pp. 24-26. 

Fats: Australia (225) ; Tea: Australia (55) ; New Zealand (55) ; Newfoundland, persons over 
10 yrs. (55), under 10 yrs. (15). 

Local Rationing : A partial list of locally rationed commodities not mentioned in the table above 
is as follows : 

Fruit and Vegetables: Germany, Protectorate, Italy, Norway, Belgium, France, Finland. 

Fish: Germany, Protectorate, Italy, Norway, Belgium, France, Finland. 

Poultry: Belgium, France. 

a. In United States and Canada all consumers. 

b. Weekly rations : calculated on basis of 4.3 weeks per month. 

c. 100 grammes of flour — 130 grammes of soft bread. 

d. (^nerally including dried beans and peas. 

e. Meat : as purchased including bone and waste, unless otherwise indicated. 

f. Fats : all fats including butter, margarine, lard and vegetable oil. 

g. Substitute or mixture. 


Diagram i 

Rations in Calories of ^'Normal Consumers*^ in the Summer of 1944 

A. Countries with Total Rationing 
{95% more of pre-war consumption) 



1 Figures used are for the spring of 1944. August food rations showed a total 
reduction of about 385 calories. 

B, Countries with Partial Rationing 
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food to the non-agricultural population is understood to have been 
very restricted. In parts of Yugoslavia the situation seems to have 
been as serious as anywhere in Europe. 

Owing to changes in rationing, and the inclusion or exclusion of 
commodities in the rationing system, it is exceedingly difficult to cal- 
culate comparable figures of calorie-rations over a period of years. 
One of the chief difficulties relates to potatoes, which were generally 
free during the first years of war and only gradually came under ra- 
tioning later. In the table below, showing the calorie values of the 
rations of normal consumers since 1941, the figures in parentheses 
indicate the calorie content of the foodstuffs that were rationed in 
the respective years plus the calorie value of the 1944 rations of the 
foods that were rationed later. Naturally, these values are only ap- 
proximate, for consumption is likely to have been somewhat higher 
before the commodity in question was rationed, and actual consump- 
tion is likely to have been higher than the figures indicate. 

T able 2 


Calorie Value of Normal Consumers* Rations about January of 
each Year 1^41-1944 


Country 

1941 

1942 

1943 

1944 

Germany 

(1990)1 

(1750)1 

1980 

1930 

Italy 

(1010) 2 

950 

990 

10658 

Belgium 

Czechoslovakia : Protectorate 

1360 

1365 

1320 

1555 

of Bohemia and Moravia 

( 1690) ^ 

1785 

1920 

1740 

Finland 

(1940)5 

(1495)® 

1630 

1780 

France 

(1365)® 

(iii5)« 

1080® 

III5 

Baltic States 

(1305)^ 

1305 

1420 

Netherlands 

(2050)8 

1825 

1765 

1580 

Norway 

( 1620) 8 

1385 

1430 

1480 

Poland: Government General 

845 

1070 

855 

1200 


1 Including 400 calories of potatoes. 

2 Including 390 calories bread, 55 potatoes and 45 cheese. 

8 Northern Italy. 

^ Including 165 calories milk and 230 potatoes ( 1942 ration) . 

® Including 430 calories potatoes. 

® Including 100 calories potatoes. 

7 Including 230 calories potatoes. 

® Including 340 calories potatoes. 

® Including 340 calories potatoes, 20 calories cheese and 40 calories milk. 

Except during 1942^ the total calorie value of German consumption 
has been kept fairly constant at about, or slightly below, 2000 calories 
a day — a level which may be considered as quantitatively satisfactory. 
A slight increase was registered in 1944 for northern Italy. It was 
largely due to the fact that this part is the chief grain producing area 

1 Actual consumption in that year is likely to have been somewhat higher than is 
indicated by the figure in Table 2. 
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of Italy, and that, after the occupation of southern Italy, surpluses 
became available for local distribution. In Belgium rations remained 
almost constant at between 1300 and 1400 calories a day, but were in- 
creased in 1944 to over 1500 calories. Even the Polish rations, al- 
though they were still low, showed a considerable percentage increase 
in 1944. On the other hand, rations in the ordinarily ‘‘high consump- 
tion’^ countries such as France, the Netherlands, the Protectorate of 
Bohemia and Moravia, and Norway, remained almost stationary or 
even decreased. To a certain extent, however, it may be assumed that 
the decreases in legal rations were compensated for by a more active 
trade in the “black market.” 

There is no way of making similar estimates for countries where 
rationing was only partial. Except in areas like parts of the Balkans, 
where the scarcities were so great as to prevent regular rationing, the 
total calorie rations can be assumed to have been maintained more or 
less at peace-time levels. This seems to have been the case in Denmark, 
Hungary and Roumania. 

Rations of Different Consumer Categories 

As was mentioned above, rations have tended to become more and 
more differentiated, for, as the scope of rationing is expanded, the 
individual has less freedom of choice, and special provisions have to 
be made to meet special needs. Differentiation has been both quanti- 
tative and qualitative. Persons employed in work requiring great 
physical activity received larger quantities of energy-producing foods, 
while children, sick persons, nursing and expectant mothers receive 
larger quantities of quality foods such as milk, fruit juice and eggs. 

Workers doing heavy work received extra rations of bread and 
flour, meat and fats. The following figures show the total calorie ra- 
tions, as they were in the summer of 1944, for different categories of 
workers as a percentage of the normal consumers’ rations : 

Protec- 

Italy Germany Belgium^ torate Denmark Finland France 


Light Worker 1 19 

119 

118 

121 

. . . 

123 

• • • 

Heavy Worker 148 

141 

135 

146 

129 

143 

120 

Very Heavy Worker 183 

181 

153 

188 

150 

IS 5 

129 


Hungary 

Baltic States 

Netherlands 


Norway 

Light Worker 

. . . 

123 



. . . 

Heavy Worker 

136 

149 

139 


156 

Very Heavy Worker 

175 

198 

176 


191 


iMay 1944. 


Children’s energy requirements are lower than those of adults; 
just how much lower has been variously estimated. In Food Rationing 
and Supply, 1^42/44^ children’s rations were calculated on the basis 

1 League of Nations, 1944. 
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of the scale of energy requirements laid down by the Health Organiza- 
tion of the League of Nations. It appears that the ratio between re- 
quirements and rations was everywhere high for the lowest age-group. 
Infants under one year had a ration of 264 in Germany and the ration 
was above 200 in all the countries except France, Italy and Poland; 
in the last mentioned country the ration was only iii and it was 
probably even lower in parts of Yugoslavia and occupied Russia. The 
ratio between rations and needs declined uniformly with age until 
ultimately the rations fell below standard requirements ; this critical 
level was reached first in countries where the general level of food 
consumption was low. In Germany children up to 10-12 years of age 
enjoyed a surplus ; the corresponding age limit in the Baltic States was 
9-10, in the Protectorate of Bohemia-Moravia, Finland, the Nether- 
lands and Norway 8-9, in Belgium 7-8, in France 5-6, in Italy 2-3, 
in Poland o-i. Maximum deficiencies occurred in the age-group 14- 
20. The rations of this group represented the following percentages 
of requirements (3000 calories a day) in the various countries: Ger- 
many 71, Finland 79, the Netherlands 66, Norway 65, Belgium 55, 
France 49, the Baltic States 64 and Italy 42. 

Children’s rations were not only more generous in quantity as com- 
pared with requirements than those of adult and above all adolescent 
normal consumers, but they contained more of the protective foods. 
The main addition to children’s diets was milk which was reserved in 
most countries for children, nursing and expectant mothers. Table 3 
below shows children’s milk rations in continental Europe as they were 
in the summer of 1944. 

By way of comparison it may be mentioned that the British milk 
ration was 570 grammes a day for children under six, and half that 
quantity for the age group 6-14 years. Over most of the Continent 
legal rations were as large or larger than this with the notable excep- 
tions of the low-consumption areas in eastern Europe and the Balkans. 

Family Consumption 

In view of the different rations allotted to consumers of different 
categories, average consumption may diverge considerably from the 
level indicated by the rations of any special category. In order to give 
an approximate idea of average conditions it is of interest to calculate 
for the various countries the consumption per family — which is the 
most common consuming unit in practice. 

In peace-time most countries compute cost of living indices which 
represent changes in the cost of living of a ‘‘typical” working class 
family. The “basket” of foods, and other goods priced in the com- 
putation of these indices is obtained by means of family budget en- 
quiries. In order to link up ration figures with peace-time statistics of 
consumption, it is necessary to use a unit of comparison as nearly as 
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T able 5 


Milk Rations for Children in Certain Countries in the Summer of 
ip 44 , (Grammes per diem) 



Under 3 yrs. 

3-6 yrs. 

6-10 yrs. 

10-14 yrs. 

Germany 

750 

500 

250 

250 

Belgium 

750 

500 

250 

250 

Bulgaria 

Czechoslovakia 

Sooi 

Soo2 

... 

... 

(The Protectorate) 500 

500 

250 

250 

Slovakia 

7501 

5002 

500 

500 

Finland 

doo^-iooo^ 

600 

600 

600 

France 

750 

750 

250 

250 

Hungary 

750 

500 

500 

500 

Baltic States 

750 

500 

250 

250 

Netherlands 

750 

500 

500 

500 

Norway 

7501 

7502 

5003 

250^ 

Yugoslavia (Croatia) 500^ 

Bulgaria : ^ Children under i year. 

2 Children 1-2 years 
Slovakia ; ^ Children under i year. 

2 Children 1-6 years. 
Finland: 1 Children under i year. 

2 Children 1-3 years. 
Norway : ^ Children 0-2 years. 

2 Children 2-5 years. 

3 Children 5-12 years. 

4 Persons 12-20 years. 
Yugoslavia : ^ Children 0-2 years. 

2 Children 2-5 years. 

5002 




possible identical to the ^'typicar’ family of the budget enquiries, A 
typical family in this sense (which is not necessarily an average fam- 
ily) is composed of husband, wife and two or three children. The 
standard family used here is composed of husband, wife and three 
children, aged three, six and nine. In order to make the figures com- 
parable with standards of physiological requirements as well as with 
pre-war consumption figures, family consumption figures are given 
per consumption unit (adult male) , calculated according to the League 
of Nations scale. The typical or standard family thus contains 3.32 
adult male units. 

Diagram 2 shows the rations in the summer of 1944 as a percentage 
of pre-war working-class consumption as revealed by family budget 
studies. According to this necessarily approximate estimate, rations 
ranged from less than half the pre-war consumption in Poland to 
almost the normal level in Bulgaria and Denmark. The rations of 
heavy and very heavy workers^ families were higher, and as the pre- 
war levels were quite different in the various countries, it is more 
useful to compare rations with a uniform rate of physiological re- 
quirements. Diagram 3 shows rations as a percentage of the normal 
requirements of 3000 calories a day per consumption unit. 
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Diagram 2 

Workers’ Diets in the Summer of 1944 as percentage of Pre-War 
Consumption. (Calories per consumption unit per diem) 



1 Spring 1944. 

2 3,c X) calories or more. 


In Poland official rations represented about half of requirements. 
These rations may actually have been available to Poles in the incor- 
porated provinces (Germans received the German rations), but con- 
ditions in the “Government General’’ do not permit of easy generaliza- 
tion. Rations (except possibly of bread) were not generally avail- 
able ; and the German authorities found it necessary to feed workers 
in armament factories by means of special canteens. The insufficiency 
and irregularity of rationing obliged the population to resort to the 
black market. Prices, however, soared and were out of proportion to 
the general level of wages. It is reported that the typical working-class 
income was between 150 and 350 zloties a month, and that a litre of 
milk in the black market cost 24 zloties, an egg 12 zloties and a simple 
meal in a popular restaurant 60 zloties. The rations of Jews used to 
be half of those of the Poles, but after the extermination of the Jews 
was apparently regarded as completed, no special cards for Jews were 
issued. It should be remembered, however, that Poland is a predomi- 
nantly agricultural country, and that in spite of drastic measures of 
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Diagram j 

Workers Diets in the Summer of 1944 as a percentage of Normal 
Requirements (3000 calories) 

(Calories per consumption unit per diem) 



1 Spring 1944. 

2 3,000 calories or more. 


requisitioning, quotas, etc., the diet of farmers was not reduced in a 
degree corresponding to that of the city population. 

It is hardly possible to evaluate statistically the level of consumption 
in Greece. In September 1942 a relief plan came into force under 
which the Allied Governments consented to lend food to occupied 
Greece under the supervision of a commission composed of representa- 
tives of the International and Swedish Red Cross. The famine con- 
ditions prevailing in the winter of 1941/42 were relieved by the dis- 
tribution of wheat, pulses and certain other foods. The amount of 
relief wheat was 24,000 tons a month, and of pulses, dried milk, rice, 
fish, sugar, soup, spaghetti, etc. 7,200 tons a month. The situation, 
though critical, would not appear to have been worse than in certain 
other occupied areas. Information is almost completely lacking for 
formerly occupied Russia and Serbia, but conditions are likely to have 
been critical. 

In France and northern Italy rations probably represented some 
60% of normal requirements; it should be remembered, however, 
that the black market supplied certain additions to the legal rations for 
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persons able to afford the ruling prices ; those who were worst off were 
the lower income groups in the big towns, for they could not, of 
course, afford to use the black markets to any significant extent. In 
the Baltic countries, Norway and the Netherlands, rations represented 
between 75 and 85% of requirements, although rations were not al- 
ways available. In the rest of the countries on the European Continent 
calorie rations reached 90% or more of requirements for normal con- 
sumers and there seem to have been no general or critical calorie de- 
ficiencies in so far as rations were actually obtainable in the shops. 
In Germany and Denmark, available rations may even have added up 
to a little more than normal requirements. As was pointed out above, 
however, such general averages do not preclude the existence of quite 
serious deficiencies in particular groups or areas. 

Although the first question which presents itself in the analysis of 
war-time diets naturally concerns their adequacy in respect of calories, 
it is essential to consider also their nutritional composition. It is use- 
ful first to consider the fundamental relationship between vegetable 
and animal food. 

The Animal-Vegetable Ratio 

The great staple foods — ^bread, potatoes and also sugar which, 
though nutritionally less valuable than cereals and potatoes, may for 
the sake of convenience be included with the starch group — are of 
vegetable origin. They are the cheapest source of calories as well as of 
many proteins, vitamins and mineral salts. In the poor countries of 
eastern Asia diets are almost exclusively composed of vegetable foods ; 
as we proceed towards the richer countries the proportion of animal 
calories in the total increases, and in the United States and some coun- 
tries of northwestern Europe it reaches as much as 40% on the aver- 
age.^ Hence the richer countries could in case of need divert part of 
their primary crops to human consumption by decreasing animal pro- 
duction; and a further reserve is constituted by the livestock itself. 
In countries with low animal production, crop failures result in a 
direct decrease in the supply of human food, and if additional imports 
fail to come forth, in famine. 

According to estimates made by J. H. Richter,^ the Continent of 
Europe produced, before the war, roughly 90% of its calorie food 

1 Suppose that the diet in each of two countries A and B contains 3000 calories 
a day, but that in A it is composed of vegetable calories only, and in B of 60% 
vegetable and 40% animal calories. Then, if it requires on an average 7 vegetable 
calories to produce one animal calorie (as was apparently true in Europe before 
the war), the number of primary calories in A is 3000 and in B 10,200 (1800/ 
1200X7). In other words, the basic crop production has to be about three times 
as large in country B as in country A, in order to permit the inclusion of 40% 
animal food in the human diet. 

2 “Continental Europe^s Pre-War Food Balance,” U.S. Department of Agri- 
culture, Foreign Agriculture ^ August 1942. 
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requirements; 78% of these requirements were met by calories of 
vegetable origin and 22% by calories of animal origin. These averages 
cover large differences between countries : in Germany the ratio was 
about 2 to I, and in Scandinavia it was about 3 to 2. The total yearly 
supply of primary calories amounted to 995,000,000 millions (of 
which 10% were imported either directly or indirectly in the form of 
animal products) ; of this total 230,000,000 millions were taken up 
by draft animals, seed, losses and waste ; 270,000,000 millions were 
consumed by human beings in vegetable form, and the rest (495,000,- 
000 millions) were used to produce 75,500,000 million animal calories 
for human consumption. 

The first effect of the war was to cut off imports, thus decreasing 
the supply of primary calories by some 10%. Stocks of cereals exist- 
ing at the outbreak of the war cushioned for some time the effects of 
this decrease, but later the Continent came to depend on its own cur- 
rent production. Taken by itself, however, this loss is less serious than 
is generally realized. On the assumption that 7 feed calories are re- 
quired to produce i calorie of animal products for human consump- 
tion, an increase of the vegetable ratio in human consumption from 
78% to 84%' would have secured ^^self-sufficiency’’ at the old calorie 
level. In fact, the necessary change in the ratio could have been made 
even smaller if there had been an increase in the relative production 
of milk, and a decrease in that of eggs, beef and other calorie-intensive 
products. 

Domestic crop production, however, has decreased, and the shift to- 
wards a vegetarian diet has had to be much more radical than the 
figures given above would indicate. Diagram 4 below shows the ratio 
of vegetable calories in the diet of a typical working-class family be- 
fore the war, and in the rations of a typical family in 1944.^ 

The increase of the vegetable portion in the diet was almost univer- 
sal, although uneven. In Germany the ratio in the summer of 1944 
corresponded roughly to the pre-war ratio for the Continent as a 
whole, and the total was adequate in calories. In the occupied areas, 
the total number of calories allowed for human consumption was 
smaller and the proportion of vegetable calories was higher. 

Composition of Diets 

The cheapest and most abundant source of energy is represented by 
the carbohydrates. The lower the diet, the greater is the proportion of 
carbohydrates, and although, as may be seen above, the number of 
calories in the diet was short in many countries, there was in no case 

1 For the purpose of these calculations it was necessary to make certain simpli- 
fying assumptions. Vegetable foods are taken to include: bread, cereals, potatoes, 
sugar and half the fat ration; animal foods include: meat, milk, cheese, eggs and 
half the fat ration. The exclusion of fruits and vegetables does not, in view of 
their low calorie content, materially affect the results. 
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Diagram 4 

Percentage of Vegetable Calories in the Diet of a Pre-War Working- 
Class Family and of a Typical Family in the Summer of 1944- 
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a relative lack of carbohydrates. Together with the latter, fat is the 
main energy-giving constituent in the diet. Although it is impossible 
to lay down either the relative or the absolute amounts of fat needed, 
when fat consumption decreases much below the usual levels (400-700 
calories a day) , morale and efficiency are adversely affected and a gen- 
eral feeling of hidden hunger is produced. 

Fat, purchased as such, however, represents only a part of total fat 
consumption — much is consumed in the form of milk, cheese, cream, 
meat, bacon, nuts, etc. Most of these indirect sources of fat have 
been rationed, and their fat content reduced, and the figures for ra- 
tions of fat ‘'purchased as such” understate the actual decrease in 
consumption. 

The highest wartime consumption was to be found in Denmark, 
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Germany, Norway and Bulgaria, with rations of ‘'fat purchased as 
such’’ of about 300 or more calories a day. Rations consisted of be- 
tween 230 and 300 in the Netherlands, Finland, the Protectorate and 
the Baltic States. Though these rations were below peace-time levels, 
there is no direct evidence that they were physiologically insufficient, 
though they were, no doubt, below the comfort level. Rations in Italy, 
France and Belgium were between 80 and 165 calories, and were so 
low that they must have given rise to very considerable discomfort. 
Indeed, it was reported from many of the occupied areas that the lack 
of fat was more keenly felt than any other single food shortage. 

The question of the body-building proteins is complicated by several 
circumstances. According to generally accepted standards, an adult 
male needs about 10% of his total calorie consumption in the form of 
proteins for optimum health, while actually demonstrated need is 
about 5%. Moreover, a part of the proteins should be of animal 
origin. 

Cereals, peas, beans and nuts are good sources of protein, partic- 
ularly in combination with milk, and as a general rule, when rations 
of whole bread are adequate, the minimum need for total proteins is 
also met. There seems to be no evidence that there was any lack of 
proteins as a whole in Germany, the Protectorate, Bulgaria, Hungary, 
Roumania, the Netherlands and Norway. In other cases protein de- 
ficiency was due to an over-all calorie deficiency and could have been 
remedied only by an increase in rations in general. 

The question of the proportion of animal proteins needed is even 
more difficult. Given an adequate milk supply, it is possible to com- 
pose diets of whole bread, fruits and vegetables that meet all known 
nutritional requirements. On the whole it is remarkable how well milk 
consumption has been maintained (and in some cases increased). The 
consumption of meat and eggs has been drastically cut, and a larger 
proportion of animal proteins is now obtained from milk. While the 
available figures do not permit us to draw general or hard and fast 
conclusions, they suggest that except in the very low consumption 
areas the diet contained sufficient milk to permit the healthy growth 
of children, so long as rations were available and were not greatly de- 
ficient in calories. 

The position with respect to vitamins and minerals was probably 
less critical than is generally assumed, and such deficiencies as existed 
were connected more with the insufficiency of the diet as a whole, 
than with its composition. In fact, where the total calorie level was 
fairly adequate and the consumption of milk was maintained, it seems 
that the situation was in many cases less unsatisfactory than before 
the war. The consumption of vegetables and potatoes as well as the 
milling percentage of cereals increased. Hence, phosphorus — of which 
whole bread is a rich source — was not usually scarce where bread ra- 
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tions were sufficient. Calcium is supplied by milk, cheese and green 
vegetables. Iron is found in a great number of foods, and there is 
therefore little danger of a deficiency. The vitamin C supply was, in 
countries where total rations were not clearly insufficient, probably as 
abundant as, or in some cases more abundant than, before the war, be- 
cause of the increased consumption of potatoes and green vegetables. 
In northern countries, like Norway, however, the scarcity of vegeta- 
bles, particularly in winter, is reported to have caused serious deficien- 
cies. The same probably holds true of the low-consumption areas, and 
of some of the towns, not only in Poland, but also in Belgium, the 
Netherlands and France. To some extent such shortages were counter- 
acted by the distribution of ascorbic acid to children. 

Vitamins of the B complex are common in many animal and vege- 
table foods ; and whole bread and cereals, beans and peas are relatively 
rich sources. The increased use of whole bread should have increased 
the intake of these vitamins, and where the diet was adequate in calo- 
ries the situation was probably not worse, at any rate, than before 
the war. Vitamin A and its precursors are contained in milk, butter, 
eggs and fish-liver oil and also in green and yellow vegetables. In 
countries where vegetable consumption has been maintained or in- 
creased, as in Germany, and where milk consumption was fairly ade- 
quate, there is little reason to assume that deficiencies were greater 
than before the war. Vitamin D, contained in milk and fish-liver oil, is 
also formed in the body under the influence of the ultraviolet rays in 
sunshine. In countries where the diet is low in calories, or where there 
are long, sunless winters, a D deficiency is likely to have occurred, par- 
ticularly in the urban centers. Margarine, however, is generally forti- 
fied with vitamins A and D, and in Germany vitamin D was supplied 
free to infants. 

Summary of Conclusions 

Farmers are as a class little affected by rationing, and the situation 
was critical chiefly in the urban districts. Here the average level of 
consumption depended on (a) the size of the official ration; (b) the 
extent to which rations were made available in the shops; (c) the 
purchasing power of wages; and (d) additions from the black mar- 
ket. Except for (a) no numerical estimates are possible, but on the 
basis of the official rations it is possible to reach some broad conclu- 
sions as to the relative position of various countries. 

The theoretical calorie intake seems on the whole to have been main- 
tained at pre-war levels in Denmark, Germany, Bulgaria, Roumania 
and Hungary ; in most cases the level did not fall much below the 
standard of 3000 calories per consumption unit (adult male) a day. 
In the Protectorate of Bohemia-Moravia, and in Belgium, Finland, 
the Netherlands and Norway, rations apparently represented some 
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2500 to 2800 calories a day per adult male. While they were lower 
than before the war, and below accepted standards of requirements, 
the official rations were not critically short in calories, though more 
or less severe shortages occurred among special groups. In the Baltic 
States, Slovakia, France and Italy rations represented between 2400 
and 1 500 calories. These averages were too low to permit of full work- 
ing efficiency and health. In Poland, Greece and parts of Yugoslavia, 
levels of consumption were so low that many people, particularly in 
the towns, must have lived in a state of semi-starvation. 

The absence of statistically measurable starvation does not imply, 
however, that the diet is adequate to maintain health and efficiency, 
even if in wartime the immediate problem of calorie deficiency tends 
to overshadow the problem of adequacy in other respects. In the first 
group of countries, the war diet contained more vegetable foods than 
before the war, but since milk consumption was fairly well maintained, 
this change does not necessarily mean that the quality of the diet de- 
teriorated. Thus, the German diet contained less meat products, and 
certainly much less than is consistent with a varied and palatable diet ; 
it contained also less fat. These shortages constitute a serious social 
problem, but there seems no reason to believe that the diet was neces- 
sarily poorer in essential vitamins and minerals than before the war. 
In the second group of countries the composition of the diet was not 
significantly different from that in Germany. Owing, however, to the 
lower calorie intake (and less regular distribution of rations) defi- 
ciencies in particular elements in the diet were likely to be aggravated. 
In the third group the qualitative problem was increasingly over- 
shadowed by the quantitative. Even if the proportion in the diet of 
the various nutritive elements was satisfactory on paper, absolute 
scarcities occurred in practically all the important elements. In the 
fourth and lowest consumption group the diet was deficient in almost 
all respects. Until calorie requirements are again more fully met, the 
question of the composition of the diet will be of relatively minor im- 
portance. 

B. TheUSS.R, 

Comparable statistics are not available for the U.S.S.R. Rationing 
covers all staple foods, and rations are sold at fixed maximum prices, 
but a legal open market exists in which consumers who are able to 
pay the very high prices may supplement their rations. According to 
a recent estimate, the average Russian diet based on rationed and free 
foods adds up to the following quantities per head per week 

Cf. Food Rationing and Supply, 1943/44 (League of Nations, 1944), page 21. 
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Grammes per week 

Calories per day 

Bread 

3175 

1180 

Cereals 

590 

295 

Meat 

400 

ISO 

Potatoes 

1050 

120 

Sugar 

85 

45 

Vegetables 

800 

40 

Cheese 

Irregular 


Total 


1830 


The calorie intake per capita would thus have amounted to about 
1800 calories a day : it was higher for workers and lower for children 
and dependents. Qualitatively these rations were not seriously defi- 
cient, but they were poor in animal foods and fats. 

C. The United Kingdom and the European Neutrals 

The situation in these countries with the exception of Spain has 
been more favourable than in Germany and German-dominated Eu- 
rope. The war has naturally brought about a tightening of supplies, 
but not so much as to render impossible more flexible systems of ra- 
tioning. 

The system in force in the United Kingdom was described in the 
last edition of this Survey, and the reader is referred to this publica- 
tion for a detailed description.^ In Britain there has never been ra- 
tioning of the total calories consumed, for consumers have been free 
at all times to buy as much bread and potatoes as they wished. The 
basic individual rations (of sugar, meats, fats and cheese) have re- 
mained practically stable throughout the war and they have supplied 
the average family with the elements of a sound diet. Gradually, how- 
ever, actual consumption was increased above this minimum by means 
of point rationing, communal feeding and special distribution schemes. 

Point rationing is generally employed in the case of commodities 
the supply of which is too small or too erratic to permit of specific in- 
dividual rationing. Tinned meat, fish and beans, for instance are under 
point rationing. Communal feeding in addition to individual rationing 
has also been greatly extended with the purpose of supplying the extra 
needs of workers and school children. Employers who employ 250 
persons or more are required to operate industrial canteens, but even 
smaller employers can be required to set up canteens where circum- 
stances make it desirable. School canteens have been greatly extended 
and aim at supplying all school children with one well-balanced meal 
a day. About one-third of the school children in England and about 
one-quarter of those in Scotland receive cheap or free school lunches. 
In addition, a great number of “British restaurants,’’ which serve a 
hot, nutritious meal at about one shilling a head, have been established. 
They are open to the public, but priority is in many cases given to 
workers. 

1 Cf, also Food Rationing and Supply, 1^43144, pages 54-59. 
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Children of pre-school age, as well as nursing and pregnant moth- 
ers, do not generally benefit from the addition to rations supplied by 
the communal feeding schemes, and their extra needs are met through 
special schemes for the distribution of protective foods, such as milk, 
eggs and certain fruits and fruit juices. Children under one year of 
age have a priority right to two pints of milk a day, and nursing and 
expectant mothers and children 2-5 years of age to one pint a day, 
at 2 d. a pint, or free, if the parents’ income falls below a stated mini- 
mum. Children of school age receive milk under the ''milk-in-schools” 
scheme. Cheap "national” milk cocoa has been provided to meet the 
extra protein needs of post-school adolescents in factories and offices. 
In the United Kingdom it is not possible to estimate consumption 
per family as it is in countries where rationing is total. Figures are, 
however, available showing the food supply per head of the civilian 
population/ 


Estimated Supplies Moznng into Civilian Consumption 
in the United Kingdom 
(In grammes per week) 


Milk and milk-products 

Pre-war 

1943 

Percentage 

change 

(excluding butter) 

334*1 

429.2 

“I-28 

Meat 

1189,8 

936.0 

— 21 

Poultry 

266.9 

164.0 

—39 

Eggs 

212.8 

199.8 

— 6 

Oils and fats 

397-8 

335*0 

— 16 

Sugar, etc. 

824.3 

567.0 

—31 

Potatoes 

1544-0 

2231.3 

+45 

Pulses and nuts 

82.9 

48.8 

—41 

Tomatoes and citrus fruits 

408.2 

202.4 

—50 

Other fruits 

815.6 

453.6 

7-44 

Vegetables 

1 290. 1 

1710.6 

+34 

Grain products 

1840.6 

2393.6 

+ 19 


The following figures (Hansard, August 3rd, 1944) give estimates 
of total national expenditure on food, at the retail level, by main food 


(£ million) 

Commodity Group 

1938 

1943 

Household expenditure : 

Bread and cereals, etc. 

165 

225 

Meat, bacon, etc. 

275 

273 

Fish, fresh and canned 

43 

35 

Oils and fats 

98 

57 

Sugar, preserves, confectionery 

108 

105 

Dairy products 

189 

203 

Fruit, fresh, canned and dried 

79 

35 

Potatoes and vegetables 

84 

126 

Beverages 

54 

46 

Other manufactured foods 

33 

37 

Meals outside the home 

70 

122 

Total 

1,198 

1,264 

1 See, Food Consumption Levels in the United States, Canada 

a/nd the United 



— 139 — 


The average consumption of potatoes, vegetables, milk and cereals 
has increased, while the consumption of sugar, animal products, fats 
and imported fruits has declined. The effect of these changes on the 
nutritive composition of the diet is shown in the table below. 


Estimated Supply per Capita per Day of Nutrition available for 
Civilian Consumption in the United Kingdom 


Calories 

Proteins, animal grammes 
Proteins, vegetable grammes 
Fats, grammes 
Carbohydrates, grammes 
Calcium, milligrammes 
Iron, milligrammes 
Vitamin A, International units 
Vitamin C, milligrammes 
Thiamin, milligrammes 
Riboflavin, milligrammes 
Niacin, milligrammes 


e-war 

1943 

Percentage 

change 

2984 

2827 

— 5 

43 

40 

— 7 

38 

47 

+23 

130 

113 

—13 

373 

366 

— 2 

694 

1054 

+52 

13 

16 

+27 

3868 

3882 

112 

127 

+13 

1.2 

1.9 

+60 

1.6 

2.1 

+30 

18 

19 

+ 3 


It would appear from the table that calorie consumption has de- 
creased by 5%. This decrease, however, is no doubt more apparent 
than real, for the entry into the armed forces of a large number of 
men in their best years necessarily decreased the average requirements 
of the remainder. The food supply of some 2800 calories per head a 
day, even allowing for a high proportion of waste in storage and dis- 
tribution, is enough to bring consumption per consumption unit well 
above the 3000-a-day standard of normal requirements. There was a 
moderate decrease in fat and animal protein consumption, but the 
intake of minerals and vitamins increased throughout, owing mainly 
to the increased consumption of potatoes and vegetables and the in- 
creased milling extraction of cereals. 

In general, therefore, the level of nutrition enjoyed by the civilian 
population has, on the average, been as good as, or better than, before 
the war. With the probable exception of vitamins A and C, the diet 
is adequate to meet intake requirements based on the full ‘‘recom- 
mended dietary allowances” of the National Research Council (United 
States), and it meets in all respects the Council's “average restricted 
dietary allowances.” The chief shortcoming of the British wartime 
diet has been monotony and lack of palatability, rendering it, in many 
cases, difficult to maintain sufficient individual appetite; but the gen- 
eral improvement in public health, in spite of all wartime stresses, 
testifies to the success of the British food distribution system. 

In Sweden unrationed cream, milk, potatoes and certain meats. 

Kingdom, Report of a Special Joint Committee set up by the Combined Food 
Board, issued by United States Department of Agriculture and War Food Ad- 
ministration, April 1944. 



— 140 — 


permitted the population to satisfy their additional needs for calories 
in a nutritionally favourable manner. The ratio between animal and 
vegetable foods of roughly 40 :6o has not been greatly modified, and, 
as a whole, the diet is quantitatively and qualitatively adequate. 

The situation in Switzerland was somewhat tighter than in Sweden. 
Bread was rationed, but potatoes remained free. According to all 
indications, however, the diet was not seriously inadequate either in 
quantity or in quality. In some respects, such as content of vitamin 
C, it was even superior to the pre-war diet. Conditions in Ireland have 
not necessitated the rationing of more than a few imported foods. In 
Portugal the bad wheat crop of 1943 necessitated rationing of bread. 
The situation in Spain, though it has improved, is still one of scarcity. 
This is a result of the Civil War, rather than of the present war, and 
it makes itself felt in widespread malnutrition, and in some areas and 
among some classes, in semi-starvation. 

Z). Consumption in Other Parts of the World 

The Americas, New Zealand and Australia have not been con- 
fronted with any general food shortage. The need for rationing has 
arisen, in spite of maintained or increased production, on account of 
fuller employment and higher earnings coupled with the demands of 
the armed forces and lend-lease. Rationing of individual foods such 
as sugar, meat and fats (bread, milk and vegetables are ration-free) 
does not compress ordinary food standards; the rations are mainly 
a means of rendering the general controls over production and prices 
more effective by limiting the demand for goods of which the con- 
sumption usually increases with a rise in income. 

Conditions in the Middle East vary from country to country, and it 
has proved impractical to adopt a general system of rationing. In most 
of the countries, however, bread and cereals are rationed. 

During the autumn of 1943 serious famine broke out in parts of 
India, particularly in Bengal. This was due not so much to any de- 
crease in total supplies, as to a partial breakdown in distribution caused 
by inflation and hoarding. The Central Government of India reorgan- 
ized procurement on a national basis and introduced rationing in the 
large towns. The crisis in distribution was overcome by the beginning 
of 1944. 

Statistics for China are even more difficult to obtain. Conditions 
vary widely from place to place. Monetary inflation has adversely af- 
fected large sections of the population, particularly in the towns, where 
local starvation appears to be not uncommon. A disastrous harvest 
failure in Honan Province brought famine conditions to millions of 
people in that area in the autumn of IQ43. 
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Rationing of the chief foods is enforced in Japan. In January 1944 
it was reported that the following rice rations were in force : 

Grammes per week 


Persons 1-5 years 120 

6-10 years 230 

I I “60 years 330 

60- years 300 

Heavy workers, men 390 

Heavy workers, women 350 

Very heavy workers, men 570 

Very heavy workers, women 420 


In addition, all consumers received 360 grammes of sugar and 675 
grammes of miso per month. 

Rationing of Goods other than Food 

Consumption goods other than food became increasingly scarce in 
most parts of the world during 1943 and 1944. The measures adopted 
for their distribution in different countries were described at some 
length in Wartime Rationing and Consumption} 

Rationing of clothes has been almost as generally enforced as 
that of food. Owing to the almost complete cessation of imports into 
Europe of textile fibres (cotton, wool, jute, etc.) and also hides, the 
output of the textile and shoe industries has been greatly reduced. Es- 
sential needs are met by the manufacture of clothes from artificial 
fibres, re-used wool, shoddy and rags. Wooden soles are frequently 
used for shoes, the uppers being made of substitute materials.^ The 
warmth and durability of clothing have decreased, thus further ac- 
centuating the privations of the people, particularly of the poor who 
have used up their meagre stocks of pre-war clothing, or have been 
forced by ‘‘voluntary collections^’ to surrender part of them. 

Owing to the relative durability of clothing and the large number 
of different items required by each consumer, the rationing of cloth- 
ing, where it was adopted, usually took the form, at least in the be- 
ginning, of point rationing. Under this system each consumer re- 
ceived a number of “points” to cover a certain period of time (6-18 
months), each article being priced in so many points. A certain elas- 
ticity and freedom of consumers’ choice was thus maintained, while 
total demand was restricted. This system, however, can be main- 
tained successfully only when governments are able to supply a rela- 
tively wide range of articles and to maintain a sufficient stock to 
meet inevitable variations in demand. On the Continent of Europe 
supplies have become so scarce that point rationing has broken down 
and has had to be supplemented by direct rationing according to 

1 Wartime Rationing and Consumptionf League of Nations, 1942, Chapter III. 

*In Germany, wooden or plastic soles have been used for a number of years. 
Uppers are now made of such materials as rabbit skin, straw or human hair. 
Foreign Commerce Weekly ^ July loth, 1943. 
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^‘need/’ As early as 1942 the scope of clothes rationing was narrowed 
in Germany, and special purchasing permits were required in addition 
to points for the purchase of especially scarce goods, such as shoes 
and items containing a high proportion of wool, linen or cotton. This 
system was extended in 1943, and special permits are now required 
for the purchase of all major articles of clothing. Also, minor articles, 
haberdashery and headgear, which were formerly point free, have 
been brought under the rationing system. Purchasing permits, which 
are issued by the local rationing offices, are granted sparingly. Nobody 
is entitled to a permit for a suit if he has two ‘'serviceable'^ suits, and 
a patched or old-fashioned suit is still considered serviceable. A per- 
mit for an overcoat can be obtained only on surrender of the old coat. 
It should be observed, however, that even if a person is in possession 
of less clothing than indicated, he still has no legal claim to a permit. 
Children under 16, however, were allowed two pairs of shoes during 
1943. Special cards and priorities are granted to air-raid victims and 
expectant mothers, for whom, indeed, a very large proportion of 
available supplies seems to have been reserved. 

The conditions of rationing during 1943 in the occupied areas were 
in principle the same as in Germany, except that purchasing permits 
were more difficult to obtain and that even the possession of a pur- 
chasing permit did not guarantee that goods could be obtained in 
the shops.^ It has been estimated^ that the total production of textile 
materials in France amounted to about 120,000 tons in 1943 as com- 
pared with a consumption of 470,000 tons in 1938. In 1938 the con- 
sumption of wool amounted to 200,000 tons and of cotton to 80,000; 
in 1943 there was no cotton available and only 4,000 tons of wool. 
Production of artificial and paper fibre, on the other hand, increased 
from 27,000 tons in 1938 to somewhat more than 90,000 tons in 
1943. Thus, total textile manufacture was only about 25% in volume 
of what it had been in 1938, and, moreover, it was composed of quali- 
tatively inferior products. The situation in other occupied countries 
and in Italy was as critical as, or worse than in France, and for long 
periods shoes and most articles of clothing were almost unobtain- 
able. The prices of second-hand articles in the black market soared. 
Sweden and Switzerland were better off than the German-dominated 
areas, but rationing in 1943 was more severe than in 1942. In Swed- 
en articles made of artificial silk are unrationed. For adults one pair 
of shoes is allowed for a period of 18 months (with one resoling for 
men's and 2 for women's shoes) ; children under 17 receive 75% 
higher rations. 

In the United Kingdom rationing of clothing was introduced as 

Belgium, for instance, each inhabitant was required to surrender ^4 kg. of 
wool per year and 54 kg. of paper per month, the penalty for non-compliance being 
the loss of the clothing card. 

^ Agence iconomique et financiire beige, May 5th, 1944. 
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a means of economizing labour and imported raw materials, and the 
level of consumption has, as in the case of food, been better main- 
tained than on the Continent. According to official estimates personal 
expenditure on clothing at 1938 prices was 45% below the level of 
1938, while in the case of boots and shoes the reduction amounted 
to There are no records of the quantity of clothing in individ- 

ual wardrobes before the war, so that the effect of rationing on actual 
clothing standards cannot be calculated. The Board of Trade, how- 
ever, conducts periodical sample enquiries into wartime wardrobes 
of the civilian population. The results of the latest enquiry, relating to 
about 3,000 people of each sex,^ indicate that the average 'person pos- 
sesses a wardrobe sufficient to allow for changes and laundering. Men 
seem to be rather worse off than women. The following figures, de- 
rived from this enquiry, show the actual yearly purchases of certain 
important items of clothing per person: 


Women 

Men 

Coats, raincoats 

0.5 

0.18 

Suits 

0.25 

0.66 

Dresses 

0.66 


Blouses, jumpers, pullovers, etc. 

0.5 

O.II 

Shoes (pairs) 

IS 

1.21 

Stockings, socks 

5*0 

271 

Nightwear, pyjamas 

0.5 

0.14 


On the whole, consumers' demand for each type of article is con- 
centrated on the more durable and expensive goods. In contrast to 
Germany, some articles such as hats, sewing thread, mending wool 
and cloth clippings are coupon-free.^ Certain extra allowances are 
granted to children and to some categories of workers. 

In countries outside Europe rationing of clothes has been less com- 
mon and less severe. Rationing was introduced in New Zealand and 
Australia in 1942. In Australia it reduced consumption below the 
previous level by some 40% for men, 33% for women and 30% for 
children.'* In the U.S.A. clothing is free, except for shoes, the ration 
for which, in 1943-44, was three pairs per person a year. Indeed, con- 
sumer expenditure on clothing increased from $6,800 million in 1939 
to $9,400 million in 1943,® or by about 38% , while prices for cloth- 
ing, according to the Bureau of Labor Statistics cost of living index, 
had increased by a little less than 30%. Civilian consumption in 1943 
would thus appear to have been somewhat higher than in 1939, but 
quality has in some cases deteriorated. 

Ordinary residential building has ceased in most belligerent coun- 

1 Statistics Relating to the War Effort in the United Kingdom, Cmd. 6564, 
London, 1944. 

^ The Economist j September 2nd, 1944* ^ 

® Cf. Clothes Rationing in Britain^ British Information Services, Washington, 
D.C., December 1942. 

^ Facts and Figures of Australia at War, June 1944. 

^Survey of Current Business, April 1944. 
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tries; the migration of workers to the centres of war industry, com- 
bined with the widespread destruction caused by aerial bombardment 
and extended land warfare, has often led to critical housing short- 
ages. Direct rationing of housing, however, is for many reasons almost 
impossible, and local shortages have been met by rent control, private 
or obligatory billeting in schools, private homes, etc. 

In Germany, however, the destruction of housing had reached a 
point at which more drastic measures became indispensable. Before 
the war there was already an acute housing shortage and it was offi- 
cially estimated that for adequate housing 2.5 to 4.5 million new flats 
were needed. Since then some 400,000 units at most have been 
erected, while a very great number have been destroyed. The presence 
of foreign workers in Germany has also created a new demand for 
housing space. During the first years of war attempts were made to 
relieve shortages by the subdivision of the larger flats, and by billet- 
ing, which was applied even to single rooms. At the beginning of 
1943, however, such measures proved to be insufficient and a ‘‘dwelling 
space steering order” was promulgated and a Dwelling Commissar 
appointed. People were forbidden to take up residence in one big town 
after another until most such towns had become closed areas. People 
were forbidden to have more than one flat, and later no person was per- 
mitted to occupy more than one room. The sharing of available flats 
and houses, however, reached its limit some time ago. Many bombed- 
out persons have taken refuge in shelters, or in the small summer 
houses (Lauben) common in the outskirts of German industrial 
towns, or in huts erected from salvaged material. The foreign workers 
usually live in large camps. 

The situation in the occupied areas was, on the whole, less critical 
than in Germany, owing to the lesser destruction of houses and the 
absence from home of those people who were workers or war prison- 
ers in Germany. Civilian construction in Sweden and Switzerland has 
been maintained at a relatively high level. 

In the United Kingdom the supply of housing has been seriously 
decreased by aerial bombing. Out of some 13 million houses which 
existed in the United Kingdom at the outbreak of war, 4.5 millions — 
about one in every three — had been damaged by enemy action up to 
the end of September 1944. Of these, 202,000 were totally destroyed 
or damaged beyond repair, 255,000 were damaged and rendered un- 
inhabitable, and 4,073,000 were damaged but not rendered uninhabit- 
able. A substantial number* of the houses in the second category are 
still uninhabitable and the great majority have not yet been fully re- 
paired.^ In the summer of 1944 it was stated by Lord Woolton^ that 

'^Statistics Relating to the War Effort in th^ United Kingdom, Cmd. 6564, 
London, 1944. 

^The Times (London), September i6th, 1944, and The Economist, September 
23rd, 1944. 
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107,000 houses had been permanently destroyed in the Greater Lon- 
don area alone ; 170,000 houses were damaged to the point of needing 
extensive repairs, and 700,000, although they had received '‘first-aid'’ 
repairs, still required further repairs to be reasonably comfortable; 
1,200 food retail shops were also seriously damaged. Although about 
a million people left London in the summer of 1944 as a result of the 
"flying-bomb" attacks, the housing shortage had become so serious 
that, in order to speed necessary repairs, special measures had to be 
taken by the Government. The repair work is now centrally organized 
under the Minister of Reconstruction; 10,000 "Portal huts" to pro- 
vide emergency shelter have been promised, and unoccupied space in 
central London will be requisitioned by the authorities. 

In the United States and Canada housing scarcities have developed 
in defence areas, but rent control, coupled with a certain amount of 
emergency construction, has, so far, proved sufficient to meet the 
situation. 

Throughout Europe household fuel, light and gas are scarce. The 
industrial demand for coal has increased, leaving less for private use 
and for the generation of gas and electricity. In many areas lack of 
transport has further aggravated the situation, decreasing supplies 
particularly in the large towns. In Great Britain, the Ministry of Fuel 
limits the amount of coal which an individual consumer can buy with- 
out a special license. The free quantities for the months of November 
and December 1943 were 1,120 pounds in southern England, as com- 
pared with 1,400 pounds in the same months of 1942. The correspond- 
ing figures for the rest of England, Scotland and Wales were 1,456 
pounds and 1,680 pounds.^ The total consumption of fuel and light 
in 1943 was estimated to be 7% below the pre-war figure.^ On the 
Continent of Europe scarcities were more acute, and cold had become 
a cause of acute suffering. In neutral Sweden and Switzerland, the 
reduction of coal imports caused scarcities, which were, however, miti- 
gated by the relatively abundant supply of hydro-electric power and 
wood. 

In most countries the consumption of cooking gas and electric 
power has been severely restricted, and the supply of hot water cut 
off or curtailed to a bare minimum. In France, for instance, electricity 
was rationed in January 1943 and its use for heating prohibited. In 
Germany a Special Trustee for the Saving of Energy was appointed 
in 1943 ; householders were supposed to save 10-20% of their already 
restricted 1942 consumption of gas and electricity. In Sweden no hot 
water is available in steam heated houses in the summer. 

Owing to the scarcity of fat, soap is drastically rationed; the fat 
content is also smaller and inferior substitute materials are frequently 

1 New York Tt^s^ October 27th, 1943. 

^ New York Times^ October 27th, 1943. 
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used. This shortage, together with the restricted supply of hot water, 
constitutes a hazard to health ; it is reported from Belgium and other 
countries that skin diseases in particular have increased. In Great Bri- 
tain rations seem adequate. Each person is allowed i ration coupon 
per week entitling him to 4 oz. ( 1 1 5 grammes) of common household 
soap, or 3 oz. (85 grammes) of toilet soap, and double allowances are 
granted to mothers of infants under one year of age. In Germany 
monthly soap rations were reduced at the end of 1942 from 80 to 70 
grammes, and from July 1943 onwards rationing was applied to sub- 
stitute and auxiliary washing materials, including soda and soaking, 
rinsing and bleaching materials. The rations in the occupied areas were 
smaller than in Germany and soap was often unobtainable. 

Durable consumers’ goods, including household furnishings, are 
scarce. Production in most countries has either been stopped altogether 
or been severely restricted; such output as is still permitted consists 
mostly of simplified and standardized articles of an essential nature. 
In the United States the manufacture of a long list of items, including 
washing machines, vacuum cleaners, irons, etc., which used critical 
materials was discontinued after Pearl Harbor. In the United King- 
dom the restrictions are far more severe; but standardized '‘utility” 
furniture has been introduced to meet essential needs. In Germany and 
German-occupied areas, durable consumers goods have almost com- 
pletely disappeared from the market, and no attempts at regular ra- 
tioning have been made ; a few essential articles are distributed on the 
basis of a direct purchasing permit system. 

The scarcity of petroleum and rubber has led almost to the cessation 
of private motor traffic on the Continent and in the United Kingdom. 
In the United States and the British Dominions petrol and tires are 
rationed for the civilian motorist. In German-dominated Europe, even 
civilian railway travel for other than the most essential purposes has 
been prohibited, and special travel permits are required. 

Among luxury (or semi-luxury) items, coffee, tobacco and spirits 
are free in the United Kingdom, though the last two are heavily taxed. 
On the Continent of Europe substitute coffee has taken the place of 
real coffee ; tobacco is scarce and rationed. 

It is difficult to judge the extent to which goods that are not ab- 
solutely indispensable have disappeared in Germany or occupied Eu- 
rope. Thus, sales of electric light bulbs were prohibited for some time 
in 1943, but special purchasing permits were granted later ; households 
having 2 or less rooms may purchase a new lamp if one room is with- 
out any lighting. Children can obtain new purchase vouchers for exer- 
cise books only if the old book is produced without torn-out pages. In 
order to obtain dentures the patient must have a minimum number of 
teeth missing and his ability to chew must be seriously impeded. On 
the whole, such small supplies of household goods and personal effects 
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as are still available are reserved for air-raid victims. The lack of 
goods, apart from rationed necessities, has increased the cash balances 
in the hands of the consumers. Part of these savings go directly or in- 
directly to swell war savings, a part finds its way into the black market, 
and another part into such precious articles as stamps, antiques and 
works of art which now represent almost the only remnant of a free 
market. 


Food Consumption Since the Summer of 1944 

The first section of this chapter described the food situation up to 
the end of the crop year 1943/44. The rapid changes in' the military 
situation, the invasion of Europe from the West, and the Russian ad- 
vances in the East, have affected the prospects for the present crop 
year. These changes relate mainly to the Continent of Europe. The 
available information indicates that the situation in the rest of the 
world, including the United Kingdom, has not materially changed 
since the summer of 1944. 

The German food situation was made much worse by the loss of 
rich food-producing areas. It is not possible to give reliable estimates 
of how much Germany previously imported from these areas, which 
also contributed to the feeding of the German armies of occupation, 
and thus indirectly relieved pressure on the domestic market. In addi- 
tion, the German harvest in 1944 seems to have been lower than in 
1943, owing, among other factors, to lack of manpower, machinery 
and fertilizers, especially phosphates. The potato crop was originally 
reported to be about 70 million tons, or somewhat above the poor 1943 
crop, but later reports indicate that this was an overestimate ; lack of 
manpower is said to have prevented the harvesting of more than some 
50 million tons.^ Production of cereals and oil seeds also decreased. 
In consequence the supply of basic foodstuffs available to the German 
economy was considerably lower than in 1943. 

In order to meet human requirements of calories, and thus prevent 
direct starvation, it became necessary to reduce further the already 
restricted animal production. A particularly sharp reduction was made 
in the numbers of hens and pigs. Eggs are uneconomical in terms of 
feed calories, and pigs compete for foodstuffs, such as potatoes, which 
are needed for direct human consumption. From 1939 fhe sum- 
mer of 1944 the number of pigs had been reduced from 34 to 19 per 
hundred inhabitants. During this time it was found possible, however, 
to maintain milk herds close to the normal levels ; milk represents, in 
terms of feed calories, the most economical animal food. During the 
autumn of 1944 even milk herds had to be severely reduced, and the 
critically short supply of animal fat (particularly butter) thus de- 

^New York TimeSy January 12th, 1945. 
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dined still further. Temporarily, however, the emergency slaughter 
increased the supply of meat. 

As a first step to meeting the new situation, bread rations of normal 
consumers, heavy and very heavy workers were cut by 200 grammes a 
week, and those of children and self-suppliers by 100 grammes a week. 
The proportion of rye in the ration was increased in relation to wheat ; 
it was fixed at 65% and 75% according to district. Milling of flour 
with an extraction of less than 88% was discontinued. The rations 
of cereals (Nahrmittel) were reduced from 150 to 140 grammes a 
week. Potato rations were slightly increased in the autumn for certain 
classes of workers. But owing to transport difficulties, deliveries to the 
towns fell behind schedule, with the result that there were local short- 
ages. It is reported that from March 1945 rations will be cut by 14%.’^ 

A more drastic reduction had to be made in fat rations. They were 
lowered by about 60 grammes a week, corresponding to about 30% 
of the ration of a normal consumer. Temporarily, this decrease could 
be compensated for by an extra meat allowance of 1 10 grammes per 
week. 

Disregarding the cut in the potato ration, the immediate reduction 
of the diet corresponds to some 100 calories a day for a normal con- 
sumer. While such a decrease is not quantitatively serious, it involves 
a considerable qualitative deterioration. The effects of the propor- 
tionately more severe fat shortage are bound to be keenly felt, and 
the necessary future reduction in meat rations will force the population 
to have recourse to a more bulky vegetable diet. 

The actual deterioration is probably more severe than is indicated 
by the over-all figures. As the war has progressed, war man-power 
shortages, the wear and tear of equipment, and the direct destruction 
caused by aerial bombardment, have reduced the efficiency of com- 
munications and distribution. While the German ration coupons were 
said to have been scrupulously honoured earlier, it is now reported 
that, in the industrial areas, legal rations are not always available in 
the shops. Communal feeding has been adopted on an increasing scale. 
Nevertheless, there are no immediate signs of shortages so severe as 
to bring diets below subsistence levels. 

The situation in countries which are still under German occupation 
is serious. In Norway, German deliveries of foodstuffs (cereals, sugar 
and fat) have been halted, and fishing has been drastically restricted; 
nonetheless deliveries have continued to be made to the occupying 
power. The 1944 crop, particularly of potatoes, was poor.^ As the 
mainstay of the national diet during the occupation was the relatively 
abundant supply of fish and potatoes, the situation has become increas- 

^New York Times , January 12th, 1945, 

2 The potato crop in 1944 is estimated at 800,000 tons, as compared with 1.2 to 
1.5 million tons during the period 1940-43. 
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ingly critical, particularly in the towns. A severe shortage of milk 
presents a special danger to the children. Whole milk, which was re- 
served for children, is now restricted to infants under 2 years of age. 
It has been announced that all deliveries of skim milk to the towns 
will be stopped, at least temporarily. The population has become in- 
creasingly dependent on home-produced food and the black market for 
its food requirements, and the official rations are no longer indicative 
of the true food standard. In recognition of the increased seriousness 
of the situation the Allied powers have agreed to a doubling of the 
Swedish food relief. It now amounts to 500 tons of food a month, 
and an extra 3,000 tons of sugar were delivered during the autumn of 
1944. The number of hot meals served daily by the Swedish relief to 
children and needy persons had reached 172,000 in October 1944.^ 

The dangerous situation in the occupied part of the Netherlands 
is caused not so much by an over-all shortage of food, as by the break- 
down in the system of communications and distribution. Actual war- 
fare and patriotic strikes, particularly among railway workers, have 
rendered the movement of goods from town to country difficult. The 
Dutch coal mines are situated in the liberated area, and railways, elec- 
tric-power stations, gas-works and the pumps for drainage, are, or are 
in danger of being paralyzed by lack of fuel. The flooding of large 
fertile areas has led to further grave hardship and disorganization. 
The rations, which may or may not be honoured, do not depict the true 
situation, which, if prolonged, may prove disastrous. 

In liberated Belgium and France, the over-all supply situation seems 
to have improved. The German evacuation, occuring as it did at the 
beginning of the crop year, was so swift that the Germans were un- 
able to carry with them any large quantities of food ; it thus left these 
countries with considerable domestic supplies, as well as with the 
possibility of making up for any deficiencies in domestic supplies by 
imports. If improvements in consumption were slower than many had 
hoped, this was due largely to the disorganized state of distribution 
and transport, and the repercussions of military operations which put 
the railways under a heavy strain and prevented immediate large-scale 
imports of civilian goods. When the German-controlled administra- 
tion collapsed, it became necessary to reorganize price control and ra- 
tioning thoroughly. The suppression of the black market increased the 
difficulties during the period of transition. During the German occu- 
pation it enjoyed a patriotic backing, as a substantial part of the total 
food supply was directed to the consumers by way of it. When, as in 
Belgium, the energetic deflationary policy of the Government more 
or less paralyzed the black market, the movement of goods from the 
farmer to the consumer was retarded. As the national governments 

^ News from Sweden^ October 25th, 1944. 
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have had the time to reorganize the services of supply and distribution, 
the situation has improved. 

In Belgium, the normal consumer's weekly rations had by October 
1944 increased to 1875 grammes for bread, 135 grammes for fat, 500 
grammes for sugar, 260 grammes for meat, 225 grammes for jam and 
3750 grammes for potatoes. The bread ration was later increased to 
2100 grammes a week. According to a statement by the Minister of 
Supply, fat and meat rations will be increased in January and Febru- 
ary 1945/ It is stated, however, that because of transport and other 
difficulties, it has been impossible in some cases to honour the rations 
in full, particularly in urban centres such as Brussels, Antwerp and 
Ghent. But the situation has greatly improved in industrial areas such 
as Charleroi and Liege. 

The supply situation in France is more favourable than in Belgium, 
for France is normally almost self-supporting in food, while Belgium 
is largely dependent on imports. While severe food shortages persist, 
these are due chiefly to difficulties of transport and distribution. Fruit 
and vegetables are no longer rationed, and it is hoped to de-ration 
bread in the near future.^ The Government's first endeavour was to 
honour rations which during the occupation were rarely available in 
full. By November, moreover, it was found possible to increase the 
monthly meat ration of normal consumers to 250 grammes, as com- 
pared with 180 in June, and the monthly fat ration to 250 grammes, 
as compared with 135-180 in June. The continued shortage of edible 
fats is the most serious deficiency in the French diet, but American 
lard and canned meat have been distributed in Paris and other centres. 

The situation in that part of Italy which is occupied by the Allies 
is, though improving, still uneven. The rich northern part of the coun- 
try is in German hands, and the war, as it moved from South to North, 
left behind it widespread destruction of the means of communication, 
public utilities and the means of production in general. During the pe- 
riod preceding Allied liberation, the system of food distribution and 
rationing has almost broken down. The Allied Control Commission 
took over the administration of a country which was exhausted and 
disorganized ; it had not only to restore a nucleus of industrial activity 
and the essential public services but also entirely to reorganize the sys- 
tem of food procurement and distribution. The Commission aimed ini- 
tially at providing each person in receipt of a rationing card with im- 
ported food corresponding to 1000 calories a day; together with the 
domestic supply this was considered enough to secure a diet at or near 
the subsistence level. Actual achievement fell short of this goal; but 
progress has been achieved both in physical reconstruction, and in 

^ News from Belgium^ January 8th, 1945. 

^ Free France^ December ist, 1944. 
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the curtailment of black markets and the elimination of counterfeit 
rationing cards. 

Up to the end of 1944 imports of basic foodstuffs from American 
and British sources had totalled i.i million tons (in addition to 1.2 
million tons of other civilian supplies). In the autumn of 1944 it was 
agreed that U.N.R.R.A. should allocate $50 million for supplemen- 
tary relief. As part of this relief it was planned to deliver 15,000 tons 
of extra food a month to care; for some 1,700,000 children and ex- 
pectant or nursing mothers. It is reported that food conditions in 
the southern part of the liberated area are now relatively easy; the 
situation in the big towns has improved, but is still far from satis- 
factory. In southern Italy the bread ration of normal consumers is 
2,100 grammes a week, but it remains at 1,400 grammes a week in 
the northern parts including the city of Rome. Workers employed 
directly by the Army for heavy work receive in addition a mid-day 
meal consisting of 150 grammes of bread, 170 grammes of vegetables 
and 20 grammes of dried soup. They receive also a weekly issue 
of pasta or dried soup. Workers employed on civilian projects of 
military importance receive an identical mid-day meal, but no weekly 
issues of pasta or soup. 

After the Armistice with Russia, Finland was cut off from food 
deliveries from Germany. To help fill the gap Sweden undertook the 
delivery of 150,000 tons of cereals, 10,000 tons of sugar and 5,500 
tons of edible fats.^ 

No reliable information is available concerning the situation in 
the areas liberated by Russia. It appears that the situation in the 
rest of Europe is on the whole not very different from what it was 
in the summer of 1944. 

The developments in Europe have put the fpod supplies in the 
Western Hemisphere under a renewed strain both in supplying the 
armed forces abroad and for lend-lease. From the autumn of 1944 the 
supply of some rationed foods has grown more scarce in the United 
States. Meats and fats are rationed under the common “red-point” 
system; a great number of new items previously unrationed (includ- 
ing nearly all meats, cooking fats and oils, and canned milk, meat and 
fish) have been included under this rationing, while the number of 
points per person has been slightly reduced. Similarly, a number of 
canned fruits and vegetables, previously ration free, have become 
subject to the common “blue-point” rationing. The sugar rations 
were reduced by 25% in the spring of 1945. 

1 News from Sweden, November 8th, 1944. 
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FINANCE AND BANKING 

In a war economy, the role of finance is subordinated to the task 
of producing the maximum output of what is required for the con- 
duct of war. The limits of Government spending are set by the vol- 
ume of productive resources which can be mobilized for war pur- 
poses, and not by the ability of Governments to devise appropriate 
ways and means of financing expenditure. Although financial and 
monetary policies may have less immediate importance than the organ- 
ization of physical production and consumption, their ultimate ef- 
fects on the post-war situation may prove of crucial importance. 
The possibility of effecting an orderly transition from a war to a 
peace economy may in large part depend on the fiscal and monetary 
policies followed during the war. 

The main object of war finance is to release economic resources 
for war purposes. In order to obtain command over these resources, 
Governments have curtailed civilian consumption, and also invest- 
ment to meet civilian needs, in two ways : by directly controlling the 
supply of the purchase of goods, and by reducing the spendable in- 
come of individuals by taxation and by voluntary or compulsory sav- 
ings. The degree to which they have had recourse to one or the other 
of these methods has varied in the different countries. Nowhere, 
however, have rationing, taxation and the promotion of saving suf- 
ficed to solve the problem. In order to obtain a volume of means of 
payment commensurate with their requirements, Governments every- 
where have had to borrow from the banking systems and to create 
new money. The new money supplies have served in part to finance 
the additional money incomes corresponding to the additional output 
in countries where an increase in production and employment has 
taken place. But since production has been increasingly for war pur- 
poses and only part of the additional income has been absorbed by 
taxes, spendable income has tended to exceed the amount of goods 
on which it could be spent. To the extent to which rationing, taxation 
and savings have failed to curtail consumption sufficiently, infla- 
tionary pressures have developed, and consumption has been curtailed 
in a socially much less desirable way, namely by a rise in prices. 

Countries can add to the output of materials required for the con- 
duct of the war not only by curtailing consumption, and increasing 
production, but also by acquiring part of the production of other 
countries. Thus Germany has drawn on foreign resources by accumu- 
lating clearing debts and, in occupied countries, by levying occupation 
costs and other contributions. The United Kingdom has obtained 
assistance from other countries by liquidating foreign investments 
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and contracting new foreign debts, as well as through lend-lease 
and similar arrangements. Foreign spending, whether it takes place 
directly through spending by foreign troops stationed abroad, or 
through outlays for the construction of military bases, etc., or in- 
directly through increased exports, raises problems In the country in 
which it takes place similar to those raised by domestic Government 
spending. 

Whatever the causes underlying the expansion in the volume of 
money. Governments everywhere, given the impossibility, for the 
duration of the war, of combating inflation by increasing production 
or imports of non- war goods, have attempted to counteract infla- 
tionary forces primarily by offsetting or sterilizing excess purchasing 
power and by taking steps to minimize the effects of unavoidable 
monetary expansion on prices and the cost of living. The policies 
adopted with a view to reducing the volume of money (by taxation, 
the promotion of savings, and the absorption of liquid funds) will 
be outlined in the present chapter ; those designed to combat the in- 
flationary effects of the increase in the volume of money (rationing, 
and the control of prices and wages) are dealt with in Chapters III 
and V. 

The principal aspects of war finance in the various countries up to 
the beginning of 1945 will be brought together in this chapter in the 
following order: the course of Government expenditures; taxation; 
borrowing and its absorption ; the growth of gold reserves and for- 
eign balances; the expansion in the supply of money; its effects on 
interest rates and security prices ; and, finally, currency measures in 
liberated countries. 


Government Expenditure 

All over the world Government expenditure reached unprecedented 
peaks in 1943/44, and in certain countries continued to increase in 
1944/45. The rate of growth slowed down, however, in the course 
of 1943 and 1944. Both in the United States and in the United 
Kingdom the estimated war expenditure in the budgets for 1944/45 
was almost the same as the actual expenditure in 1943/44, and in a 
number of countries (Canada, Australia, New Zealand, Sweden, 
Switzerland and Turkey), the estimated war expenditure for 1944 
or 1944/45 was somewhat lower. 

In the United Kingdom, the financial year ended March 31st, 1944, 
was the first war year in which the increase in tax revenues exceeded 
the increase in Government expenditure. This result, as will be seen 
in Table i, was mainly due to the slowing down in the rate of ex- 
penditure. 

In the United States, the national defence programme was in- 
augurated in June 1940 when France fell. The President's Budget 



Table i 

Government Expenditure, Revenue and Borrowing 

National currencies (ooo,ooo’s) 


(For notes see pp. 158 and 159) 


Country 
Currency 
Fiscal Year 

Fiscal 

Year 

Expenditure 

Of which : 
Total War Exp. 
(a) (b) 

Revenue 

Exclud- 

ing 

Loans 

(c) 

Increase or Decrease ( — ) 
in Domestic Debt 

Long & Short 

Total Medium term 

(d) (e) (£) 

United 

1938/39 

1,147 

400 

1,006 

152 

74 

78 

Kingdom 

1939/40 

1,904 

1,141 

1,132 

782 

213 

569 


1940/41 

3.971 

3,220 

1,495 

2,467 

1,143 

1,324 

£ 

1941/42 

4,888 

4,085 

2,175 

2,566 

2,067 

499 


1942/43 

5,740 

4,840 

2,922 

2,627 

1,842 

785 

Apr.-March 

1943/44 

5,914 

4,950 

3,149 

2,745 

1,909 

836 


1944/45 

6,190 

, 5,125 

3,355 

2,830 

1,646 

1,184 


1945/46 

5 , 679 E 

4,50oe 

3,379 




United 

1938/39 

8,765 

1,206 

5,165 

3,876 

3,668 

208 

States 

1939/40 

9,127 

1,657 

5,387 

2,605 

2,520 

85 


1940/41 

12,775 

6,301 

7,607 

6,849 

5,551 

1,298 

$ 

1941/42 

32,492 

26,011 

12,799 

21,714 

17,066 

4,648 


1942/43 

78,182 

72,109 

22,282 

63,733 

39,208 

24,525 

July- June 

1943/44 

93,744 

87,039 

44,149 

61,830 

44,628 

17,202 


1944/45 

98,9I2E 

88,oooe 

45 , 730 e 





1945/46 

82,53oe 

69,400e 

4 i, 255 E 




U.S.S.R. 

1938 

124,000 

27,000 

127,500 





1939 

153,100 

41,000 

155,900 




Roubles 

1940 

174.300 

56,000 

180,200 





1941 

2 I 6 , 000 E 

70,900E 

2i6,8ooe 




Jan.-Dec. 

1942 


108,400, 

182,800 





i 1943 

209,700 

124,700 

209,700 





1 1944 

263,000 

137,900 

263,000 





194s 

305 , 300 E 

I 37 , 900 E 

305 , 30 DE 1 




Canada 

1938/39 

533 

34 

502 

86 

54 

32 

ri; 

1939/40 

68i 

1 18 

562 

402 

394 

8 


1940/41 

1,250 1 

752 

^2 

873 i 

824 

49 

Apr.-March 

1941/42 

1.885 

1,340 

1,489 

1,787 

1,665 

122 


1942/43 

4,387 

3,724 

2,320 

2,194 

2,049 

145 


1943/44 

5,360 

4,625 

2,856 

3,159 

2,911 

248 


1944/45 

5 ,I 52 E 

4 , 450 e 

2 , 772 E 





1945/46 

♦ 3 , 029 E 

♦ 2 , 000 E 





Australia 

1938/39 

98 

14 

95 

18 

14 

4 


1939/40 

140 

56 

1 112 

47 

63 

—16 

£A 

1940/41 

256 

17I 

150 

74 

62 

12 


1941/42 

423 

319 

210 

208 

1 127 

1 81 

July- June 

1942/43 

697 

! 562 

1 294 

378 

I 197 

1 181 


1943/44 

720 

545 

342 

380 

259 

121 


1944/45 

686e 

505E 

359 E 




New 

1938/39 

47 

2 

39 

14 



14 

Zealand 

1939/40 

64 

8 

53 

18 

9 

9 

£NZ 

1940/41 

86 

27 

70 

26 

21 

5 

1941/42 

108 

52 

80 

40 

32 

8 

Apr.-March 

1942/43 

193 

144 

122 

74 

57 

17 


1943/44 

206 

153 

140 

62 

62 



1944/45 

193E 

I33E 

I35E 






— 155 — 

Table i (continued) 
National currencies (ooo,ooo’s) 
(For notes see pp. 158 and 159) 


Country 
Currency 
Fiscal Year 

Fiscal 

Year 

Expenditure 

Of which : 
Total War Exp. 
(a) (b) 

1 

Revenue 

Exclud- 

ing 

Loans 

(c) 

Increase or Decrease ( — ) 
in Domestic Debt 

’ Long & Short 

Total Medium terra 

1 (d) (e) (f) 

i 

India 

1938/39 

1 

1,308 

1 

521 

1,210 

1,258 



84 


1939/40 

1,304 

503 ! 

436 

352 

Rupee 

1940/41 

1,586 

748 

1.451 

957 

1,778 

2,735 


1941/42 

1,874 

L054 

1,737 

1,170 

58s 

585 

Apr.-March 

1942/43 

1943/44 

1944/4S 

1945/46 

4,253 , 
4,739 

5,72 Ie 

* 5 , 354 E 

2,711 
3,i36e ! 
4,566e ! 
♦ 4 ,I 20 E 

2,354 

3,092e 

3,569 e 

♦ 3 , 537 E 

2,650 

1,016 

1,634 

South 

1938/39 

65 

2 1 

47 

16 

7 

9 

Africa 

1939/40 

69 

4 , 

49 

7 

7 


iSA 

1940/41 

123 

60 1 

67 

S 3 

36 

17 

1941/42 

I3I 

72 

84 

83 

83 


Apr.-March 

1942/43 

162 

96 

99 

88 

85 

3 

1943/44 

178 

103 

no 

47 

44 

3 


1944/45 ; 

183E 

lOIE 

IIOE 





1945/46 

* I89E I 

♦ 82E 1 

♦ I24E 

• 

• 

• 

Germany 

1938/39 

♦28,550 


17,712 

11,762 

7,463 

4,299 


1939/40 1 

♦44,858 1 


23,575 

21,239 

5,722 

15,517 

Reichsmark 

1940/41 

♦74,611 , 


♦30,500 

37,608 

17,888 

19,720 

! 

1941/42 1 

♦99,292 1 


♦35,900 

52,392 

23,075 

29,317 

Apr.-March 

1942/43 

♦124,007 

. 

♦46,400 

55.607 

21,267 

34,340 


1943/44 




77,589 

27,146 

50,443 

Japan 

1938/39 

* 7,819 

♦ 4,532 e 

3,025 

4,588 

4,548 

40 

Yen 

1939/40 

♦ 9,098 

* 4,6 o 5 e 

’•',4,353 

5,666 

5,563 

103 

1940/41 

♦11,320 

♦ 5,46oe 

’*' 7,233 

7,435 

6,983 

452 


1941/42 

♦19,689 

*ii,555E 

’*' 7,403 

10,797 

10,638 

159 

Apr.-March 

1942/43 

1 ♦27,3i8e 

♦i8,oooe 

♦li,404E 

15,321 

14,973 

348 


1943/44 

1 ♦40,275E 

♦27,OOOE 

♦i6,6o5e 

1 8,989^1 

18,634'! 

3551 

1 


1944/45 

*53,244E 

1 ♦38,oooe 

♦20,438e 



Italy 

1938/39 

39,853 

♦15,000 

27,576 ; 

. 



Lira 

1939/40 

1940/41 

60,389 

98,223 

♦27,700 

1 *5^,900 

32,350 1 
34,234] - 



• 


1 1941/42 

1 118,569 

1 ’*‘71,318 

41,224 } 

242,014^* 

1 I 27 , 754 *^ 

1 14,260* 

July- June 

, 1942/43 

, 135.158 1 

1 ♦Si, 000 1 

48,884 j 1 



1 

1 1943/44 

1 ♦148,000 

♦100,000 

1 

♦50,000 

240,9861> 

■ 


Finland 

1 1938 

1 5,433 

1 

1,234 

4,862 

102 

221 

—1 19 


, 1939 

, 8,358 

3,143 

4,709 1 

1,372 

671 

701 

Markka 

1940 

i 21,309 

12,845 

5,183 

9,400 

483 

8,917 


1 1941 

31,424 

15,160 

11,967 

9,582 

4,812 

4,770 

Jan.-Dee. 

1942 

1 27,679 

1 18,970 

17,186 ^ 

8,693 

3,807 

4,886 


1943 

33,762 

♦19,000 

22,039 1 

14,548 

, 11,209 

, 3,339 


1944 

1945 

♦i 6,I38 e 

♦i 7 ,S 54 E 


♦15,1 lOE 

1 ♦i 4,482 e 1 

13,6881* 

1 8,81 ii* 

1 4,877** 
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Table i (continued) 
National currencies (ooo,ooo’s) 
(For notes see pp. 158 and 159) 


Country- 
Currency 
Fiscal Year 

Fiscal 

Year 

Expenditure 

Of which : 
Total War Exp. 
(a) (b) 

Revenue 

Exclud- 

ing 

Loans 

(c) 

Increase or Decrease ( — ) 
in Domestic Debt 

Long & Short 

Total Medium term 

(d) (e) (f) 

Belgium 

1938 

14,481 

1,580 

11,143 

1,287 

740 

547 


1939 

15.797 

3,207 

11,536 

2,676 

297 

2,379 

Franc 

1940 

33,202 

7>959 

10,031 

12,179 

883 

11,296 


1941 

44,546 

2,264 

14,579 

19,407 

9,475 

9,932 

Jan.-Dee. 

1942 

57,0S5E 

i, 494 e 

I4,646e 

20,510 

9,460 

11,050 


1943 

♦62,I35e 

* i,836e 

*I5,270E 

23,937 

13,66s 

10,209 


1944 



*i6,738e 

42,913 

40,226 

2,687 


194s 

9,66s* 


‘ 




Denmark 

1938/39 

553 

. 

573 

—33 

—34 

I 


1939/40 

631 


641 

131 

—31 

162 

Kroner 

1940/41 

i,8SS 


900 

-—84 

66 

—150 


1941/42 

1,797 


942 

180 

240 

— 60 

Apr.-March 

1942/43 

2,016 


1,125 

538 

538 

— 


1943/44 

. 


i,i6i 

728 

728 

— 


1944/45 

, 


* 984E 





1945/46 



* 996E 




France 

1938 

63,499 


54,606 


. 



1939 

106,377 


63,657 

62,412 

12,916 

49,496 

Franc 

1940 



, 




1 

1941 

*266,000 

. 

*79,000 

398,400c 

31,722c 

366,678c 

Jan.-Dee. 

1942 

305,439 


96,057 

185,312 

16,783 

168,529 


1943 

425,012 


120,646 

266,821 

52,104 

214,717 

1 

1944 



♦i36,948e 

210,017** 

44.9 i 6'‘ 

165,101** 

1 

1945 j 

*406,000 

♦i75,oooE 

♦l92,000E 




1 

Netherlands 

1938 

1,082 


1.052 

—80 

—49 

—31 


1939 ! 

1,157 


1,031 

232 

72 

304 


1940 

* 2,160 


* 942 

I, III 

448 

663 

Gulden j 

1941 

* 3,692 


* 1,219 

1,528 

876 

652 


1942 

1 ♦ 4,262 1 


* 1,600 

1,652 

869 

783 

Jan.-Dee. ’ 

1943 

1 * 4,460 



1,794 

791 

1,003 


1944 

i 

1 

♦ 1,625 ^ 

*1,800* 

*—166* 1 

*i,96& 

Portugal 

1939 

1 2,431 

686 

2,565 

37 

37 , 



1940 

2,440 

744 1 

2,591 1 

1,390 

1,390 1 

— 

Escudo 

1941 

2,883 

1,202 

3,051 

283 

283 

— 


1942 

2,993 

1,228 1 

3,006 

1,597 

1,597 

— 

Jan.-Dee. 

1943 

4,043 


3,329 

582 

582 

— 


1944 

3,769®: 

I,453E 

2,838e 





194s 

3,982e 


3,978 b ^ 




Sweden 

1938/39 

1,578 

234 

1 

1,442 1 

203 

97 * 

106 


1939/40 

2,880 

1,289 

1,849 

991 

423 , 

568 

Krona 

1940/41 

3,878 

2,069 

2,037 

1,545 

1,206 

339 


1941/42 

4,08s 

1,933 

2,268 i 

1,757 

1,361 

396 

July- June 

1942/43 

4,503 

2,18s 

2,704 

1,80s 

1,123 

682 


1943/44 

4,618 

2,122 

3,106 

1,042 

714 

328 


1944/45 

4 ,866 e 

2,030 

3 ,2 o6e 

982^ 

741^ 

241^ 


1945/46 

♦ 3,240E 


* 3,240E 1 
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Table i (continued) 
National currencies (ooo,ooo’s) 
(For notes see pp. 158 and 159) 


Country 


Expenditure 

Of which : 

Revenue 

Exclud- 

ing 

Increase or Decrease ( — ) 
in Domestic Debt 

Long & Short 

Currency 

Fiscal 

Total War Exp. 

Loans 

Total Medium term 

Fiscal Year 

Year 

(a) (b) 

(c) 

(d) (e) (f) 
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Notes to Table i — Government Expenditure, Revenue and Borrowing 

E Estimates. * Provisional figures. ®July 1939 to March 1943. ^ March 1943 to 

September 1944. c December 1939 to December 1941. ^ April 1943 to February 1944. 

® First quarter of 1945. The figure in col. a includes 3,068 extraordinary expenditure 
resulting from the war. ^ June 1943 to April 1944. s June to December 1945; beginning 
1946 the fiscal year will correspond to the calendar year. ^ December 1943 to December 
1944. 1 December 1943 to July 1944. 1 June 1944 to February 1945. 

General, With the exception of figures marked e, which are budget estimates, figures 
shown in Cols, a-c are actual amounts of receipts (excluding loans) and expenditure 
(including statutory debt redemption). Unless otherwise stated in the notes, they cover all 
the receipts and expenditure of the Central Government. The figures shown in Cols, d-f 
may be considered in conjunction with those for the amount of debt outstanding (in 
Table 7). For more detailed information on budget account^ and public debt reference 
can be made to the Statistical Year-Book of the League of Nations 1041142 (including 
Addendum 1042(43 ) ; and for such monthly figures as are available, to the Monthly Bul- 
letin of Statistics. 

United Kingdom : Cols, a-c : Excluding Lend-Lease and since 1943/44 Canadian Mutual 
Aid, but including in 1942/43 224.7 Canadian Government Contribution. Col. d : Changes 
in external debt: 1941/42: 108; 1942/43: 153; 1943/44: — 8. 

United States: Based upon President’s Message of January 9th, 1945. Cols, a-b: Includ- 
ing Lend-Lease. 

U.S.S.R. : Central budget of the Union.. The total of the sixteen budgets of the Republics 
amounted to 22,000 in 1940 and to 52,200e in 1945. Col. c : Actual revenue in 1941 amounted 
to 191,400. 

Canada: Cols, a-b: Including in 1942/43 1,000 for supplies to the United Kingdom, in 
1943/44 and in 1944/45 913 and 8 ooe United Nations Mutual Aid. Col. c: Including re- 
fundable revenue: 1942/43: 7o; 1943/44: I 55 ; 1944 / 45 : i 55 E- Col. d: Changes in external 
debt: 1939/40: —82; 1940/41: —83; 1941/42: —165; 1942/43: — 7 ; 1943 / 44 :’^ -7116. 

Australia: Consolidated Revenue Fund plus the Loan Fund. Cols, a-b: Including Re- 
ciprocal Lend-Lease to United States Forces: 1942/43: 59 ; 1943 / 44 : no; 1944/45: noE. 
Col. d : Changes in external debt : 1939/40 : — i ; 1940/41 : n ; 1941/42 : - 43 ; 1942/43 : —2 ; 
1943/44: --18. 

New Zealand: Ordinary, Capital, Social Security and War budgets after deductions for 
duplication resulting from transfers. Col. a: Including Reverse Lend-Lease: 1942/43: 7; 
1943/44: 24; 1944/45: 24E. Col. c: Including Lend-Lease: 1942/43: 27; 1943 / 44 : 32; 
1944/45: 25E. Col. d: Changes in external debt: 1939/40: i; 1940/41: 1941/42: —5; 

1942/43: 4; 1943/44: i; 1944/45: None. ^ , ro X 

India: Cols, a-b : Including capital outlay. Including Reciprocal Aid to U.S.A. : 1942/43 : 
122; 1943/44: 260E; 1944/45: 430E. Col. d: Changes in external debt: 1930/40: —-259; 
1940/41: —1,189; 1941/42: —1,342; 1942/43: —1,564. 

South Africa: Revenue Account plus Loan Account, with adjustments for transfers. 
Changes in external debt: 1939/40: 5 ; 1940/41: —8; 1941/42: —38; 1942/43: — 39 ,* 
1943/44: —2. 

Germany: Col. a: Estimated on the basis of internal revenue (as shown in Col. c), net 
borrowing (Col. d) and occupation costs paid by occupied countries (1940/41: 6,500; 
1941/42: 11,000; 1942/43: 22,000). Col. c: Taxation receipts plus other internal revenue 
(war contributions of local authorities, net receipts of public enterprises, etc.) pltis in 
1942/43 7,700 from rent-tax composition. 

Japan: Col. a: The figures for 1938/39-1941/42 are actual results of ordinary and ex- 
traordinary budgets plus estimates of the special war budget (as shown in col. b). 

Italy : Col. a : Includes ordinary and extraordinary budgets but excludes capital account 
(expenditure for the latter amounted to: 1938/39: 2,800; 1939/40: 9,roo; 1940/41 : 7,400). 
The ordinary budget deficit was estimated at 180,000 in 1943/44. Col. d: Excluding in-, 
debtedness incurred by the “Fascist Republican Government” (the occupation costs paid 
to Germany amounted alone to 70,000 million up to May 1944). 

Finland: Changes in external debt: 1939: 683; 1940: 1,578; 1941: 886; 1942: 635; 

1943 : 419. 

Belgium: Col. a: Total expenditure, including occupation costs (1940: 4,500; 1941: 
16,300; 1942: 18,500; 1943: *20,000) and German deficit on clearing account (1940: 
3,200; 1941: 8,500; 1942: 18,500; 1943: *24,000). According to an official statement, ex- 
penditure of the Belgian State from May 1940 to July 1944 amounted to 222,189 million 
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francs, i.e. national expenditure 85,378 million, occupation costs 71,463 million and deficit 
on German clearing account and absorption of German notes 65,348 million. Col. d : The 
Government guarantee to the National Bank on account of advances made to the Bank of 
Issue, which financed the clearing with Germany, is not included in the debt statements as 
shown in the Table. Changes in external debt: 1938: —>692; 1939: —164; 1941: —1,467; 
1942: —27; 1943: —391. 

France : Col. a: The figures shown for 1938 and 1939 relate to ordinary expenditure. 
The figures given for 1941-1944 are made up of the following (in millions) : 


Ordinary and extraordinary 

1940 

1941 

1942 

1943 

1944 

Jan.- Aug. 

expenditure 


122,000 

I 33 »io 6 

134,992 

107,329 

Occupation costs (net) 

80,000 

130,000 

124,526 

218,641 

132,793 

German deficit on clearing account 
Treasury advances and miscellaneous 


12,000 

33,000 

63,000 

52,000 

(net) 


2,000 

14,807 

8,379 


Total 


266,000 

305,439 

425,012 

. 


According to an official statement made by the Minister of Finance on November 30th, 
1944, the total expenditure from September ist, 1939 to September ist, 1944, amounted to 
1,650,000 million francs, including 860,000 million expenditure on German account ; normal 
revenue covered 535,000 million while 600,000 million were financed by Treasury bonds, 
and 515,000 million by advances from the Bank of France. 

Denmark: Col. a: Ordinary expenditure, occupation costs (1940/41: 514; 1941/42: 414; 
1942/43: 592) plus clearing account (1940/41: 498; 1941/42: 476; 1942/43 - 343 )- Net 
change in external debt: 1939/40: —18; 1940/41 : —19; 1941/42: —45; 1942/43: —9. 
Col. d: The financing of the clearing with Germany and of the costs of occupation was 
done directly and in full by the National Bank; however, since the middle of 1942 the 
Government issued loans the proceeds of which were transferred to a blocked account 
of the Finance Ministry with the National Bank. 

Netherlands: Col. a: Estimated in 1940-1943 on the basis of revenue (Col. c), net bor- 
rowing (Col. d) and the increase in the clearing items shown in the Netherlandsche Bank’s 
returns (1940: 107; 1941; 945; 1942: 1,010; 1943: 1,041). Figures shown refer to total 
revenue in 1938-1940 and 1943, and to tax revenue in 1941 and 1942. 

At the end of the fourth year of occupation, occupation costs reached 4,800 million, the 
contribution to the war against Russia, 1,350 million, and the clearing deficit 4,200 million 
florins. 

Portugal: Changes in external debt: 1939: 84; 1940: —2,145; I94i: — 59 ; 1942: —20. 

Sweden: Cols, a-b: Ordinary and capital accounts. Excluding in 1944/45 “General 
Emergency Budgets II and III” which authorized additional expenditure of 555 million 
on ordinary budget account and 377 million on capital budget account under certain con- 
ditions relating to unemployment. The figures for 1945/46 include extraordinary military 
expenditure only for June-September 1945. Col. c: Ordinary account: receipts of the 
capital account consist mainly of proceeds of loans. 

Switzerland : Cols, a and c : Ordinary and extraordinary accounts. Col. b : National 
Defense plus War Economy. The 1945 figures are based on the assumption that the same 
degree of military preparedness is maintained for the whole year. Cols, d-j: Excluding 
debt of the Federal Railways. 

Turkey: Changes in external debt: 1939/40: no; 1940/41: 12; 1941/42: 12; 1942/43: 
5; June i943-April 1944: 33. 

Argentine: Cols, a and c: Ordinary and extraordinary budgets. Changes in external 
debt: 1939: 157; i94o: —46; I94i : —27; 1942: —65; 1943: — 119. 

Brasil: Col. a: Excluding expenditure under the Special Plan for Public Works and 
National Defense (1940: 6ooe; 1941: 6ooe; 1942: . ; 1943: 6ooe; 1944: i,oooe) and 
the War Budget (4,616 million up to June 1944). Changes in external debt: 1940/41: 
—209; 1941/42: —319; 1942/43: ““224. 

Chile: Col. a: Excluding expenditure under Special Laws: 1939: 62; 1940: 80; 1941; 
51; 1942: 234; 1943: 378. Changes in external debt: 1939: — ^42; 1940: —36; 1941: —21; 
1942: —22; 1943: —II. 

Mexico : Excluding extra-budgetary operations : 1939 : 70 ; 1940 : 28 ; 1941 : 96 ; 1942 : 
170; 1945: 260E. 
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Message for the year ending June 30th, 1946, traces its develop- 
ment in the following manner : 

Table 2 

War Expenditure in the United States 


Including net outlays of Government Corporations 


Type of Expenditure 

1940-41 

1941-42 1942-43 1943-44 

$ (000,000,000’s) 

1944-45* 

Munitions, including ships 

War construction and war plant : 

2.3 

12.7 

42.3 

55.6 

53.8 

Industrial plant and equipment 
Non-industrial and military 

0.8 

4-1 

6.7 

2.6 

1.3 

construction 

Total war construction and 

1.4 

3.5 

6.0 

2.0 

0.9 

war plant 

Pay, subsistence, and other non- 

2.2 

7.6 

12.7 

4.6 

2.2 

munitions'> 

2.2 

8.0 

20.1 

29 s 

33.0 

Total war expenditures 6.7 28.3 75,1 89.7 

® Revised estimate. ♦ 

^ Including agricultural, lend-lease and other civilian war activities. 

89.0 


The table shows how the various categories of war expenditure 
have changed in relative importance during the course of the war. 
Expenditure on industrial plant and other war construction purposes 
reached its peak in 1942/43, while expenditure for munitions and 
ships was expanding up to 1943/44 and that for pay and subsistence 
of the armed forces was still increasing in 1944/45. 

The figures for the U.S.S.R. in Table i are based on two official 
statements on war finance issued since 1941. It will be noted that 
total expenditure in 1944 was less than double what it had been 
in 1939 and that war expenditure was only slightly over three 
times as high. These relatively small increases as compared with 
other belligerent nations, are of course due partly to the compre- 
hensive nature of the Soviet budget and partly, no doubt, to the high 
degree of pre-war military preparedness. It is worth noting, also, 
that a substantial increase in total expenditure was planned for 1945. 
This fact is due to the rapid expansion of expenditure for purposes of 
economic reconstruction,^ 

1 The figures shown in Table i, col. (a) can be further subdivided as follows 
(actual expenditures except the figures marked E, which are budgetary estimates) : 


1940 1941 1942 1943^^ 1944^^ 1945 

(Roubles 000,000,000’s) 

Total expenditure 174.3 216.OE . 210.0 263.0 305*3^ 

Of which : 

Defence 56.0 70.9E 108.4 124.7 137-9 I37-9E 

National Economy 57.1 73.2E . 31.1 49-0 64.OE 

Social and cultural 

development 43.0 47.9E . 37.7 51. i 66.IE 


♦ Provisional results. 
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In Canada the rate of growth of Government expenditure has 
been almost as great as in the United States. Canada's actual ex- 
penditure in 1943/44 was, however, slightly below the amount esti- 
mated in the budget for that year. In New Zealand, also, the ex- 
penditure in 1943/44 fell short of the amount voted, while reve- 
nue exceeded the budget estimate. In Australia, the expenditure in 
1943/44 decreased in comparison with 1942/43; and the estimated 
war expenditure for 1944/45 was less than the 1943/44 war ex- 
penditure. The decrease in war expenditures in the British Domin- 
ions is due to two factors : a reduced programme of capital invest- 
ment for war purposes, and the need to divert a certain amount of 
manpower from the armed forces and munitions factories to the 
production of essential supplies required by the United Kingdom 
and other countries. 

Lend-lease expenditure is included in war expenditure in the 
United States, and ‘‘reverse lend-lease" or “mutual aid" are included 
in expenditure in the United Kingdom and in the British Dominions. 
In New Zealand, the amount of lend-lease supplies received is shown 
under receipts. Such figures concerning the value of resources re- 
ceived or furnished under lend-lease and mutual aid as have been 
disclosed in national budgets are cited on page 158.^ In the United 
States, lend-lease expenditure from March iith, 1941, to June 30th, 
1944, constituted 15% of total war expenditure. Mutual aid provided 
by Canada amounted to 20% of total war expenditure in 1943/44. 
Reciprocal aid furnished to United States forces in the fiscal year 
1943/44 by Australia and New Zealand amounted to 20% and 16 % 
respectively of those countries' war expenditures. In India the pro- 
portion of war expenditure in the fiscal year 1944/45 devoted to 
reciprocal lend-lease to the United States forces is 14%. 

Budgetary accounts have not been published in Germany since 
1933, and the figures shown in Table i are estimates compiled on 
the basis of various official statistics, as explained in the note on 
page 158. According to German sources^ it would appear that during 
the first five years of the war German war expenditure amounted 
to 4^0,000 million Reichsmarks® out of a total Government expendi- 
ture of 5?7,ooo million Reichsmarks. These estimates, and also those 
given in Table i and in the accompanying note, include the occupa- 
tion costs exacted from occupied countries, but exclude requisi- 
tions and other levies which Germany imposed on the parts of the 

1 For the composition of lend-lease and mutual aid exports, see Chapter VI. 

^Die Bankwirtschaft, November 15th, 1943, Neties Wiener Tagblatt, January ist, 
1944, and a German broadcast reported in the New York Times, October 23rd, I944‘ 

8 Octobet 1939- August 1940: 41,400; October 1940- August 1941: 65,200; October 
1941 -August 1942: 84,500; October 1942- August 1943: 100,600; October 1943- 
August 1944: 130,000 million Reichsmarks. The total estknate of 420,000 million 
Reichsmarks appears to be consistent with the figures for total expenditure as 
calculated in Table i on the fiscal year basis. 



— 162 


U.S.S.R. which she occupied in the course of the war. The figures 
for Italy, which were made public after the change in political regime 
in August 1943, show that there was a constant increase in war ex- 
penditure, while the outlay for other purposes was stationary in 
spite of a substantial rise in prices. In Finland, Government expendi- 
ture seems to have reached its peak as early as 1942. For Japan only 
budget estimates are available for recent years: they show an un- 
interrupted increase in total expenditure and a constantly higher 
proportion of war expenditure in the total. 

The figures shown in Table i for the four western European coun- 
tries occupied by Germany, cover budgetary and extra-budgetary 
operations, including the financing of occupation costs and clearing 
deficits. These operations, though they were financed outside the 
budget, must, for obvious reasons, be assimilated to budget expendi- 
ture for purposes of appraising the monetary effects of public finance. 
The notes on page 1 59 contain a few essential details regarding the 
methods used and the amounts involved. The figures given, although 
they have been carefully checked against all the available sources, 
are tentative. In France, as well as in Belgium, the Netherlands and 
Denmark, expenditures have shown a continuous upward tendency, 
reflecting partly the growth of the annual occupation costs and credits 
granted to Germany and partly the rise in prices. The rate of ex- 
penditure in France and Belgium after the liberation of these coun- 
tries, showed no diminution in comparison with the previous outlay 
on account of ordinary and extraordinary budgets and occupation 
costs.^ 

The budget expenditures in the European neutrals show diverse 
tendencies. In Sweden expenditure appears to have been falling since 
1942/43; in Turkey it has risen slightly, and in Switzerland and 
Portugal very considerably since the financial year beginning in 1942. 

The intensity of the war effort in two of the principal belligerent 
countries is illustrated by the following figures showing the ratio of 
Government expenditure to the national income in the United King- 
dom and the United States. 

It will be seen that in the United Kingdom since 1941 and in the 
United States since 1943, Government expenditure on goods and 
services has amounted to more than one-half of the net national in- 
come. The increase in the percentage share of Government expendi- 
ture in the national income was almost exactly the same in the 
United States between 1941 and 1943 as it was in the United King- 
dom between 1939 and 1941. 

1 For the first quarter of 1945, French budgetary expenditure was estimated at 
101,386 million francs (of which 43,000 million for defence), Belgian expenditure at 
9,665 million francs (of ‘which 3,068 million for extraordinary expenditure resulting 
from the war). 
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Table 3 

Proportion of National Income Absorbed by 
Government Expenditure 

National Income (A)» and all Government Expenditure (B)*» 


1939 1940 1941 1942 1943 1944 

United Kingdom A® 5,657 6,759 7,974 8,762 9,365 9,594 

£(ooo,ooo’s) 1,360 3,081 4,204 4,577 5,151 5,179 

B as % of A 24 46 53 52 55 54 

United States A^ 81.2 90.0 115.4 145.3 176.8 190.0 

$ (000,000,000’s) B*> 16.0 16.7 26.5 62.0 94.8 99.4 

Bas%ofA 20 19 23 43 S4 52 


a Net national income at current market prices, including indirect taxation. 

^ Central and local government expenditure on goods and services {i.e, excluding 
transfer expenditure). 

The magnitude of the problems that will arise in the immediate 
post-war period as a result of the termination of Government spend- 
ing for war purposes may be illustrated by comparing the total Gov- 
ernment expenditures of a few countries in the first world war with 
their expenditures during the corresponding period of the present 
war. In the United States the total expenditure in the five years 1914- 
19 amounted to $36,000 million, as against $226,000 million in 
1939-44; and war expenditure in the last year of the first world 
war was $16,000 million, as compared with about $90,000 million 
in 1944. In the United Kingdom, aggregate expenditure in the five 
years beginning 1914 amounted to £9,600 million as against £22,400 
million from April 1939 to March 1944; in Germany the correspond- 
ing figures for the same period were 164,000 million Reichsmarks 
as against some 500,000 million Reichsmarks; in neutral Sweden, 
2,600 million kronor against 19,700 million kronor, and in Switzer- 
land 1,000 million francs against 8,000 million francs. 

Taxation 

A factor of major importance in war-time finance is the proportion 
of total expenditure covered by tax receipts and other current reve- 
nue. Taxation has been employed much more efficiently for curtailing 
excess purchasing power and controlling inflation during this war 
than it was during the first world war. This is illustrated in Dia- 
gram I. Two striking facts are apparent from this diagram. First, 
in both wars, the proportion of expenditure covered by revenue fell 
almost instantly when Governments were obliged to expand their 
war expenditure on becoming involved in the war (in 1914 and 1939 
in most belligerent countries, and 1917 and 1942 in the United 
States) ; later, when fiscal policies were adjusted to the requirements 
of a war economy, the proportion covered by tax receipts increased 
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Diagram i 

Proportion of Government Expenditure Covered by Revenue 
in 1938-45 and 1913-20 
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again. Secondly, a substantially higher proportion of total expendi- 
ture has been covered out of revenue in the present war than in the 
first world war: in the United Kingdom, the proportion is 48.5% 
during this war against 28.5% during the last, in the United States 
40.7% against 31.5%, and in Germany about 40% against 18.2%. 
In neutral countries, however, the reverse development has taken 
place : in Switzerland the percentage is now 48.8 as compared with 
80.9 in the last war, and in Sweden 58.9 as compared with a surplus 
of revenue over expenditure of 5.6%. This is largely due to the 
much greater defence expenditure incurred on this occasion by the 
neutral countries. 

The following table shows the approximate proportions during the 
five years 1939/40-1943/44 for a number of countries: 


Table 4 

Proportion of Government Expenditure Covered by Revenue 
in 1939/ 40-1943/4 f 


India 

72 

Switzerland 

49 

New Zealand 

71 

United Kingdom 

48^^ 

Argentine 

66 

United States 

41 

South Africa 


Netherlands 

41 

Canada 


Germany 

40 

Sweden 

59 

Italy 

37 

Denmark 

57 

Japan 

35 

Finland 

50 

Belgium 

31 

Australia 

49 

France 

31 


a The percentages shown, except those for Japan which are reproduced from the 
Oriental Economist, March 1943, are based on the figures given in Table i and, for 
France, in the note to Table i. They cover the five-year period 1939/40-1943/44 
except those for France (1941-43) and Japan (1942/43-1943/44). The figure for 
Germany has been estimated on the basis of domestic revenue (i,e., excluding occu- 
pation costs, etc.). 

^ In 1944/45, the proportion of total expenditure met out of revenue in the United 
Kingdom was 53%, a higher proportion than in any previous war year. 

No budget accounts have been made public for China, but it has 
been reported^ that about three-fourths of the Chinese Government’s 
total receipts were derived from loans in the first half of 1944. 

The composition of tax revenue in thirteen countries is shown in 
Table 5. The countries selected include belligerents and neutrals from 
all five continents, and are representative enough to allow us to draw 
certain general conclusions. 

Income and profit taxes increased sharply in the early years of the 
war, and new taxes on income and property were introduced under 
designations such as National Defence or National Security Taxes. 
In some countries tax rates on individual and corporate incomes were 
brought to such high levels in the first two or three years that they 

^ U.S. Department of Commerce, Foreign Commerce Weekly, February 3rd, 1945. 



— 166 — 


Table 5 

Government Tax Revenue 

Millions of national currency units. E : Budgetary Estimates 

Country 1938/39 19^43 1943/44 1944/45 1945/4^ 

United Kingdom : (£) 

Fiscal years: April to March 


Income Tax and Surtax* 
National Defence 

398 

1,082 

1,260 

1,390 

1,430 

Contribution 

22 

31 

33 1 

33 1 

500 

Excess Profits Tax 

— 

347 

4673 

477 3 

Estate Duties 

77 

93 

99 

III 

115 

Stamp Duties 

21 

15 

18 

17 

19 

Motor Vehicle Duties . . . 

36 

29 

27 

29 

30 

Excise 

114 

425 

482 

497 

541 

Customs 

226 

460 

561 

579 

589 

Miscellaneous 

2 

I 

I 

I 

I 

Total 

896 

2,483 

2,948 

3,135 

3,22s 


« The total amount of the post-war credits in respect of Income Tax accrued up to 
March 31st, 1944 is about £350,000,000. 


United States: ($) 

Fiscal years 

: July to June 

E 

E 

Income Taxes 

2,189 

16,094 

34,655 

35,056 

31,022 

Social Security Taxes . 

740 

1,498 

1,739 

1,794 

2,056 

Other Internal Revenue 

2,232 

4,553 

5,291 

6,551 

6,520 

Customs 

319 

324 

431 

326 

326 

Total 

Canada: ($C) 

• 5,480 

Fiscal years: 

22,469 42,116 

April to March 

43,727 

E 

39,924 

Income Tax* 

132 

802 

1,124 

1,130 


National Defence Tax . 
Tax on Dividends and 

. . — 

80 




Interest 

10 

28 

27 

27 


Excess Profits Tax ... 

— 

455 

469 

425 


Succession Duties 

. . — 

13 

15 

17 


Sales Tax 

122 

233 

305 

290 


Excise 75 

Customs and Other Taxes 

394 

476 

495 


on Imports 

94 

II9 

168 

160 


Miscellaneous 

3 

12 

8 

8 


Total 

436 

2,136 

2,592 

2,552 

, 


‘‘Including in 1942/43: $70,000,000, and in 1943/44: $155,000,000 Income and 
Excess Profits Taxes refundable after the war. 
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Table 5 (continued) 

Country 193S/39 1942/43 1943/44 1944/45 1945/46 

Australia: (iA) 

Fiscal years : July to June 

E 

Income and War Com- 


pany Tax 12 151 194 211 

Land Tax 2 4 4 4 

Estate Duty 2 3 3 3 

Sales Tax 9 29 2^ 27 

Excise 16 44 47 47 

Customs 31 21 21 20 

Miscellaneous 2 5 7 7 

Total 74 257 304 319 


Including tax collections reimbursed to the States. 


New Zealand: (£NZ) 


Fiscal years: April to March 

E 

Consolidated and War Exp. Accounts : 


Income Tax 

9 

25 

31 

32 

National Security Tax . . 


17 

19 

19 

Land Tax 

1 

I 

I 

I 

Stamp and Death Duties . 

3 

7 

7 

7 

Highway Taxes 

3 

2 

2 

2 

Sales Tax 

4 

II 

13 

13 

Customs 

II 

10 

10 

II 

Excise 

1 

2 

4 

3 

Total 

32 

75 

87 

88 



Union of South Africa: (£SA) 


Fiscal 

years : 

April to March 

E 

E 

Income Tax 

17 

31 

31 

31 

Mines Contribution 

8 

8 

8 

Excess Profits Duty .... 

— 

12 

14 

13 

Stamp and Death Duties . 
Trade Profits Special 

3 

3 

5 

6 

Levy 

Non-Resident Sharehold- 


4 

5 

5 

er's Tax 

Personal and Savings 

— 

I 

I 

I 

Fund Levy 

— 

2 

2 

2 

Excise 

3 

9 

12 

15 

Customs 

9 

8 

8 

9 

Miscellaneous 

1 

I 

2 

2 

Totel 

33 

79 

Is 

92 
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Table 5 (continued) 


Country 

1938/39 

1942/43 

1943/44 

1944/45 

1945/46 

Japan: (Yen) 






Fiscal years: April to March 





E 

♦ 



Income Tax 

932 

2.734 

3,334E 



Special Profit Tax 

186 

1,210 

1,5 18E 



Inheritance Tax 

46 

75 

86E 



Other Direct Taxes 

71 

II 

8E 



Consumption Taxes 

S6i 

1,652 

2,387E 



Government Monopolies . 

261 

512 

. 



Customs 

166 

41 

45E 



Stamp Duties 

92 

160 

157E 



Miscellaneous 

30 

37 

SE 



Total 

2,345 

6,432 

7,182a 

9,491“ 


» Actual tax receipts. 






Millions of national currency units. E : 

Budgetary Estimates 


Argentine: (Peso) 






Fiscal 

years : 

January to December 

F 

F 

Income Tax 

108 

198 

214 

340 

405 

Excess Profits Tax 

— 

— 

— 


65 

Inheritance Tax 

17 

26 

31 

30 

35 

Land Tax 

30 

32 

33 

34 

35 

Stamp Duties 

63 

71 

73 

105 

115 

Sales Tax 

34 

44 

46 

68 

69 

Excise (Unified Taxes) , 

166 

186 

195 

215 

240 

Customs 

377 

192 

127 

190 

125 

Total 

795 

749 

719 

1,042 

1,089 

Brazil: (Milreis) 






Fiscal 

years : 

January to December 







E 

E 

Income Tax 

287 

988 

1,498 

2,239 

2,592 

Excise 

889 

1,254 

1,554 

1,661 

2,320 

Sales Tax 

237 

432 

579 

652 

863 

Customs 

1,053 

674 

596 

760 

852 

Total 

2,466 

3,348 

4,227 

5,312 

6,627 

Belgium: (Franc) 






Fiscal 

years : 

January to December 







E 


Direct Taxes 

3,281 

5,591 

7,473 

7,652 

, 

Customs and Excise 

3,059 

2,829 

2,269 

2,094 

, 

Registration Taxes 

3,330 

5,404 

5,445 

5,304 


Total 

9,670 

13,824 

15,187 

*15,050 

, 
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Table 5 (continued) 


Country 


1938/39 19W43 1943/44 1944/45 


France: (Franc) 


Fiscal years : 

January to December 


Direct Taxation 

9,248 

28,223 

40,386 

41,672 

Registration and Stamp 
Taxes 

6,608 

10,084 

11,935 

10,834 

Taxes on Bourse Opera- 
tions and Capital Yields 

6,008 

7,166 

6,135 

6,996 

Customs 

8,823 

1,610 

998 

808 

Indirect Taxes 

5,122 

4,819 

4,365 

5,573 

Business Turnover Tax . 

9.844 

17,765 

25,937 

26,902 

Armament Tax 




— 

Tax on Transactions 

— 

8,223 

11,562 

12,428 

Sugar and Monopolies 
Taxes 

1,310 

1.590 

1,735 

2,496 

Total 

46,963 

79,480 

103,053 

107,709 


Italy: (Lira) 


Fiscal years: 

April to March 


Direct Taxes 

1 12,600 

10,817 



Indirect Taxes and Duties 
Customs Duties and Indi- 
rect Taxes on Con- 

11,330 

• 

• 

sumption 

6,400 

6,132 

. 

, 

Monopolies and Lotteries 

4,100 

8,886 

• 

• 

Total 

Sweden: (Krona) 

23,100 

Fiscal years 

37,165 

: July to June 

E 

Income and Property Tax 

368 

521 

611 

667 

Defence Tax 

— 

375 

450 

500 

War Profits Tax 

— 

34 

50 

50 

Stamp and Death Duties 

70 

63 

70 

70 

Motor Vehicle Duties . . . 

130 

37 

40 

39 

Turnover Tax 

— 

289 

300 

300 

Excise 

330 

677 

749 

746 

Tax on Commodities . . . 


57 

57 

55 

Customs 

207 

III 

105 

no 

Total 

1. 105 

2,164 

2,432 

2,537 


1945/46 


have not been raised further since; in the fiscal laws for 1944/45 
some relief at the bottom of the income tax scale has been granted 
in several countries including Canada, New Zealand, and India; in 
his Budget Message for 1945/46, the President of the United States 
stated that minor tax adjustments will become possible and desirable 
‘'when a favorable development of the war allows a major decline 
in war expenditures’’ ; and the British 1944/45 Income Tax Bill pro- 
vided for relief in post-war industrial taxation. The number of per- 
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sons subject to direct taxation has increased everywhere; in the 
United States from about 4 to over 40 million, in the United King- 
dom from about 4 to 1 1 million, in Canada from 200,000 to over 2 
million. In order to meet the problem of the time lag in the tax pay- 
ments of a vastly increased number of tax-payers, collection at the 
source of income was introduced in countries which did not already 
apply the “pay as you earn” principle: thus the United States and 
the United Kingdom introduced it in 1943, and Australia in 1944. 
As regards indirect taxes, the most typical change has been the intro- 
duction or augmentation of turnover taxes in a variety of forms; 
the United States Federal Government was here the only exception. 
Consumption taxes have also been raised considerably. Another fea- 
ture depicted in Table 5 is the constant increase in customs collections 
in countries such as the United States, Canada and the United King- 
dom ; in the latter case this has largely been an effect of changes in 
rates of customs duties. On the other hand, there has been a decline 
in customs collections in Continental Europe, Latin America and 
Japan. 

The change in the relative importance of direct and indirect taxes 
in various countries is shown in Table 6. It will be seen that in 1943 - 

Table 6 

Percentage Composition of Tax Revenue 

1938/39 1943/44 



Direct 

Indirect 

Direct 

Indirect 


% 

% 

% 

% 

United States 

53 

47 

86 

14 

Union of South Africa 


39 

73 

27 

New Zealand 

41 

59 

67 

33 

Australia 


78 

66 

34 

United Kingdom 

55 

45 

63 

37 

Canada 

33 

67 

63 

37 

Japan 

53 

47 

63® 

39 ^ 

Belgium 

34 

66 

49 

51 

Sweden 

40 

60 

49 

51 

Argentine 


73 

49 

51 

France 


80 

39 

61 

Brazil 


88 

35 

65 

Italy 


69b 

29c 

7 i<^ 


a 1942/43 budget estimates. 

1940/41 actual results, 
e 1942/43 actual results. 


44 direct taxes in all the countries given, with the exception of Italy, 
accounted for a substantially higher proportion of total tax receipts 
than before the war; that the proportion of the total derived from 
direct taxes in 1943/44 was very much higher in the United States, 
the United Kingdom and the British Dominions than in Continental 
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Europe ; and that in Italy, where inflation has been acute for years, 
less than one-third of total tax receipts came from direct taxes. In- 
direct taxes tend to impose an unduly heavy burden on people with 
small incomes since they are usually regressive. Their effect in some 
countries has been partly mitigated by Government subsidies for 
keeping down food prices. 

Among the countries which are not covered by Table 5, the 
U.S.S.R. shows significant developments in war-time taxation. Before 
the war, the main source of revenue in the U.S.S.R. was the turn- 
over tax which accounted for more than two-thirds of total revenue. 
In 1944, however, this tax was expected to yield no more than one- 
third^ of total receipts. As most of the receipts from the turnover 
tax are derived from the sale of consumers^ goods, the decline in those 
receipts indicates a drastic curtailment of consumption. This decline 
has been even more severe than appears from the figures of actual 
receipts, since the rate of tax was doubled in 1942. 

In Germany, no statements of tax receipts have been made public 
since 1942/43,^ apart from an official declaration that in 1943/44 
revenue from taxation remained stable at the level reached during 
the preceding year, and that the estimated figure for 1944/45 was 
approximately the same. This statement was made in order to refute 
rumours that there had been an absolute decline in tax revenue as 
a result of the destruction wrought by bombing. An exceptional meas- 
ure was the abolition of the house-rent tax and its replacement by a 
lump sum to be paid to the Reich, equivalent to 13^4 annual pay- 
ments of the former tax, subject to certain allowances on account 
of payment in cash, war damage, etc. The yield was reported to have 
amounted to 7,706 million marks, of which some 4,000 million were 
paid in cash. 

Countries which lacked adequate systems of taxation endeavoured 
to modernize their tax machinery, and to introduce direct taxes on 
income and property. This is true more particularly of the countries 
of the Middle East; but China, where maritime revenues, taxes on 
industry in the treaty ports and the salt tax were the chief sources 
of revenue before the war, also introduced income and property taxes 
and excise taxes on consumers’ goods. The land tax was transferred 
from the provincial authorities to the Chinese National Government, 
which reorganized it on the basis of collection in kind. The food thus 
collected, together with obligatory sales of food to the Government, 
has been used to feed the army and Government employees. 

^Out of the total revenue as shown in Table i, col. (c), turnover tax amounted 
to: 1940: 105,800; 1941: i24,5ooE; 1942: 105,900; 1943: 7i,ioo; 1944: 8o,20oE. 
The rest of revenue consists of a special war tax enacted at the end of 1941 (33, 000 
million in 1943), tax on profits (20,000 million in 1943) » and loans, and funds 
‘"mobilized” from state enterprises. This last source has accounted for about 
320,000 million in the course of the war. 

2 Such figures as have been disclosed are reproduced in the note to Table i. 
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In a few countries, Governments have had recourse to capital 
levies. In Finland a non-recurrent levy was imposed in 1940, payable 
in ten instalments. Out of the total of 8,975 niillion marks, ^733 
million had been collected by the middle of 1944. A new capital levy, 
to be paid (partly in kind) over a period of two years, was imposed 
in November 1944. In Switzerland, a tax on capital, called a “defence 
sacrifice,'' was introduced early in the war. A lump-sum tax on excep- 
tional war profits, which was in fact a capital levy, was imposed in 
Turkey in November 1942. Out of the total of £T 380 million, 
Istanbul was assessed at £T 300 million. The total assessment was 
approximately equal to budget revenue from normal taxation in 1942 
and was equivalent to one-half of the note circulation in December 
1942. A capital levy was under consideration in Belgium as part of 
the monetary reform inaugurated in October 1944. 


Diagram 2 

Proportion of National Income 
Absorbed by Central and Local 
Government Taxation 



In order to absorb funds held in readiness for tax payments, ad- 
vance payments have been permitted on certain taxes, as, for ex- 
ample, in Sweden in 1943. In a number of countries new types of 
securities have been devised and extensively used for this purpose: 
thus in 1941 tax-reserve certificates were introduced in the United 
Kingdom, and tax anticipation notes in the United States. 

The most satisfactory measure of the burden of taxation is the 
proportion which the total amount of taxation bears to the national 
income. For three countries for which the available data are suf- 
ficiently complete, the proportion of national income absorbed by 
taxation, central and local, is shown in Diagram 2. The increase in 
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the proportion of the national income absorbed by taxation has been 
greatest in the United Kingdom; moreover, taxation absorbs an 
absolutely higher proportion of national income in that country than 
in the United States or Canada. Before the war central and local 
taxation absorbed about 23% of national income in the United 
States and the United Kingdom, and somewhat less (around 21%) 
in Canada. By 1943 these proportions had risen to 37% in the United 
Kingdom, 33% in Canada, and 30% in the United States. It is re- 
ported that in Sweden about 20% of the national income was taken 
in taxation in that year. 

Government Borrowing 

Diagram i shows the proportion of total expenditure covered by 
taxation and other current revenue. The rest of the expenditure in- 
curred has been met by borrowing, the greater part of which has 
been internal.^ Table 7 shows the debt outstanding before the present 
war and at the most recent date for which data are available, to- 
gether with comparable figures for the first world war. The increase 
in the debt in each financial year since 1939 is given in Table i. 

The composition of the national debt has changed greatly in a 
number of countries. The last two columns of Table i show year by 
year the kind of borrowing, short- or long-term, to which Govern- 
ments had recourse; and Diagram 3 depicts* the composition of the 
public debt before the war and in 1944. The most striking feature 
brought out by the diagram is the marked difference in the composi- 
tion of national debts as between Continental Europe and elsewhere.^ 
In Canada, Australia, New Zealand and South Africa the ratio of 
short-term debt to total debt has remained almost unchanged at a 
very low level. All over Continental Europe, on the other hand, short- 
term issues have risen more rapidly than long- and medium-term is- 
sues, with the result that, for instance, at the end of the financial year 
1943/44, the short-term debt represented 70% of total debt in 
France, 67% in Germany, 54% in Finland, 40% in Belgium and the 
Netherlands. In the United States, the United Kingdom, Sweden and 
Switzerland the proportion of short-term debt was between 25 and 
27%. 

The form and method of Government borrowing have been sub- 
ject to a number of innovations. In order to attract funds from all 

1 It should be noted that total revenue and total borrowing for any one year do not 
equal expenditures for that year, since varying amounts of current proceeds are 
kept in the form of cash balances. 

2 The distinction between funded and floating debt is based on the classification 
of the official statements. In the absence of official classification, debts falling due 
within a period of less than two years from the date of contracting them have been 
regarded as floating debt. Debts to the bank of issue have been regarded as 
floating debt. 
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Diagram j 

Composition of Government Debt in and 1944 


e— 1943/44 



possible sources, a great variety of securities have been offered to 
investors: they include non-marketable war savings bonds, which 
aim at stimulating saving especially by the lower income groups;^ 
tax certificates which absorb funds held in readiness for tax pay- 
ments; Treasury deposit receipts (in the United Kingdom and Can- 
ada) in which the commercial banks can invest their liquid funds; 
in Germany '‘business-investment deposits” by which the Treasury 
can absorb the liquid funds of all classes of business ; non-marketable 
long-term securities issued to savings banks, insurance companies and 
social security funds (such as the “liquidity loans” in Germany and 
“special issues” in the United States) ; loans with lottery features, 
etc. The issue of Government securities in the form of bearer bonds 
or inscribed stock was suspended in the United Kingdom in 1941, 
and since then the new issues have all been in the form of registered 

1 Of the 1939 to 1944 increase in the United States debt, about 21% was composed 
of savings bonds, while about 14% of the increase in internal United Kingdom debt 
was composed of savings certificates and defence bonds. 
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stock transferable by deed. In Germany, the issue and transfer of 
Reich loans are made exclusively by book entries in the Reich Debt 
Register. 

There are several examples of countries which in 1943 and 1944 
were borrowing above their current needs in order to absorb excess 
purchasing power. In Sweden, the National Debt Office issued Treas- 
ury bills for the use of the Riksbank in its open market operations ; 
in Portugal, the proceeds of loans issued for this purpose were placed 
to the account of the Treasury at the Bank of Portugal. In Denmark, 
where the sums required to finance the clearing claims against Ger- 
many and to cover the occupation costs were provided directly and 
in full by the National Bank, the Government has since 1942 issued 
special loans, the proceeds of which are transferred to a blocked ac- 
cpunt of the Ministry of Finance with the National Bank. In France, 
a 3% perpetual ''Liberation Loan” was floated in November 1943 
for the purpose of reducing the note circulation; of the total 162,000 
million which the loan yielded in Metropolitan France, 72,000 million 
were subscribed in notes by the public. 

The burden of the debt depends not only on its size, but also on 
the rate of interest and the size of the national income. In the United 
Kingdom, the United States and Canada, the national income, and 
with it the capacity for servicing the debt, has more than doubled 
since the beginning of the war. And the annual interest payments in 
1943 constituted a smaller proportion of national income than they 
did before the war in both the United Kingdom and Canada. In the 


Diagram 4 


Interest Service on Government 
Debt as Percentage of National 
Income, 


Computed Rate of Interest on 
Interest-hearing Government 
Debt. 
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United States there was a slight increase from 1.5% to 1.8%, but 
the latter figure remained well below the ratios in the United King- 
dom and Canada in 1943, which were 4.5% and 2.8%, respectively 
(See Diagram 4). In Australia the debt service is now equivalent 
to about 5^% of the national income, as compared with 7% in 
1935 -' 

The computed interest rate on interest-bearing debt declined al- 
most everywhere. For the three countries covered by the second part 
of Diagram 4, the sharpest decrease occurred in Canada, but the 
reductions in the United Kingdom and in the United States, although 
from a substantially lower pre-war level than in Canada, have also 
been appreciable. There remains a wide disparity in the average rates 
for various countries, as may be seen from Table 8: 

Table 8 


Average Rate of Interest on National Debt (%) 



1938/39 

1943/44 


1938/39 

1943/44 

United States 

. 2.5 

1.9 

Sweden 

.* 3.7 

3.0 

United Kingdom . 

. 3.0 

2.1 

Union of South 



Canada 

. 3.5 

2.6 

Africa 

.. 3.8 

3.0 

New Zealand .... 

. 3.5 

2.7 

Germany® 

.. 50 

3-1 

Switzerland 

. 3.6 

2.9 

Brazil 

.. 5.4 

3.8 

Australia 

.. 3.5 

3.0 

Argentine 

.. 4*4 

4.1 


^ According to German press reports. 


It is of some interest to compare the present annual interest charges 
with current revenue before the war. This has been done in Table 9 
(page 178), which shows the percentage of pre-war revenue which 
the interest on debt represents. Prices have, however, risen every- 
where. A second column has therefore been added showing the per- 
centages obtained after expressing pre-war revenues in current values 
by multiplying them by the cost of living index. 

Absorption of Government Borrowing 

Over-all estimates of the absorption of Government debt inside 
and outside the banking system are regularly compiled only in the 
United States. However, for a number of countries, it is possible to 
ascertain, approximately in any case, the proportion of Government 
debt taken up by the banking system. Table 10 shows the results for 
fourteen countries. 

The proportion of debt absorbed by the banking system is by far 
the highest in Japan, where, indeed, it amounted to almost the whole 
of the total. In Japan Government bonds are taken up in the first place 

1 Budget Speech, 1943/44. 



— 178 — 


Table p 

Annual Interest Payments as Percentage of 
Pre-war Current Revenue'* 



Fiscal Year 

Unadjusted 

Adjusted 

Australia 

1943/44 

74 

60 

United States 

1944/45 

73 

57 

Germany 

1943/44 

57 

51 

Canada 

1944/45 

58 

49 

New Zealand 

1944/45 

48 

42 

United Kingdom 

1944/45 

42 

32 

Argentina 

1944 

30 

28 

Switzerland 

1943 

39 

26 

Union of South Africa 

1943/45 

31 

25 

India 

1944/45 

43 

19 

Colombia 

1943 

25 

18 

Finland 

1943 

33 

16 

Sweden 

1943 

18 

12 

Denmark 

1942/43 

14 

9 

Chile 

1943 

II 

5 

Italy 

1943/44 

62 

. 

France 

1944 

51 

. 

Belgium 

1944 

42 

. 


» The figures of interest payments used in calculating the ratios are those for fiscal 
year indicated in the first column ; those of pre-war revenue refer to 1938 or 1938/39. 
For Germany, no budget figures are available, but on the total debt of 335.000 million 
Reichsmarks at the end of 1944, an average rate of interest of 3% would give an 
interest cost of more than 10,000 million, or about 57% of the pre-war ordinary 
revenue, or 51%, after allowing for changes in the official price level. 

by the Bank of Japan, which then sells them to other banks and in- 
stitutions. A Financial Control Association established in 1942 pre- 
scribes, in conjunction with the Bank of Japan, the amounts to be 
saved by various institutions at regular intervals, and allocates Gov- 
ernment bonds accordingly. The smallest proportions are held in 
New Zealand and Switzerland — in both cases under 25% — and in 
the United Kingdom. The British figures in the table, refer only to 
the London clearing banks. The total proportion would, however, 
be raised only slightly above 25% if the holdings of Government 
securities by other joint-stock banks were taken into consideration. 
In Canada, Sweden and the United States, less than a third is held 
by the banking system. No figures for commercial bank holdings of 
Government securities are available for France or Italy, but in both 
these countries, as also in Turkey and Finland, more than a third 
of the total debt outstanding is held by the central bank alone; in 
France, indeed, the proportion at the end of 1943 amounted to ah 
most 45%. 

In the United States, the tremendous acceleration of war expendi- 
ture in 1943 entailed borrowing on a vast scale from the banking 
system. The declared policy of selling the largest practicable amount 
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of Government securities to non-bank investors resulted, however, 
in a reduction in the banks’ purchases in 1944. Changes in the 
ownership of the debt by principal holders are shown in Table 1 1, on 
the preceding page. 

No similar compilation is available for the United Kingdom. It is, 
however, interesting to compare the increase in domestic debt with 
certain bank holdings which consist almost entirely of Government 
paper : 

Table 12 

United Kingdom: Increase in National Debt and 
in Certain Bank Holdings 


£ (000,000's) 


Apr. ist-Mar. 31st: 
Domestic 

1939/40 

1940/41 

1941/42 

1942/43 

1943/44 

1944/45 

Government Debt 
Bank of 

782 

2,467 

2,566 

2,627 

2,745 

2,830 

England^ 

London 

313 

36 

223 

164 

215 

156 

Clearing Banks*^ 

146 

433 

305 

501 

408 

428 


a Government securities in Issue and Banking Departments and “Other securities" 
held by the Banking Department. 

^ Call loans (mainly to the discount market for investment in Treasury bills), dis- 
counts (mainly Treasury bills). Treasury Deposit Receipts, and “Investments." 


Even allowing for the fact that the eleven London Clearing Banks 
are not the only commercial banks in the United Kingdom, it is ap- 
parent that the British banking system participated in absorbing Gov- 
ernment borrowing to a smaller extent than banks in the United 
States. A special factor accounting for the large subscriptions of 
non-bank investors to issues of Government loans was the liquidation 
of foreign assets; the funds received by private investors in exchange 
for foreign securities surrendered to the Government were as a 
rule reinvested in domestic Government securities. Moreover, large 
amounts of the floating debt were taken up by sterling area central 
banks. 

An indication of the distribution of the ownership of the United 
Kingdom Government debt was furnished on January i6th, 1945, 
by the Chancellor of the Exchequer. The total net Amount borrowed 
by the Government from the outbreak of war down to December 
31st, 1944, including borrowings to redeem pre-war debt held out- 
side official accounts, was f 13, 975 million; and this sum was sub- 
scribed to by : 
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£(ooo,ooo’s) 


Small savings 3,033 

Subscriptions to public issues (other than floating debt) from non- 
official sources 4,609 

Floating debt from non-official sources (including Treasury deposit 

receipts) 4,347 

Tax reserve certificates 760 

Extra -budgetary official funds 818 

“Other” debt, including borrowings abroad 408 


13,975 

As there are strict limitations on the absolute amount of savings 
certificates and defence bonds which may be held by any one sub- 
scriber, the large aggregate of ''small savings^' must have been very 
widely distributed. 

In Germany, a large part of the newly issued Treasury bills and 
non-interest-bearing Treasury bonds are permanently held by the 
Reichsbank. The holdings of commercial banks cannot be ascertained 
because of the lack of banking statistics. Unofficial German calcula- 
tions,^ however, indicate that more than 15% of the total Govern- 
ment borrowing up to the end of 1942 was subscribed from foreign 
sources (through loans from the Reichskreditkasse and through 
Treasury bills placed directly with the central and commercial banks 
in the Netherlands, "Bohemia and Moravia^’ and elsewhere), and 
that slightly less than 85% was placed inside Germany. Out of the 
amount placed internally, the banking system is said to have taken 
36%, the savings banks 39%, and the insurance companies 12%, 
leaving only 13% to be placed on the market. The proportion taken 
by banks and insurance companies together, which according to these 
figures would be about 87% of the total, was in fact still higher, 
since part of the purchases on the market were also made on their 
account. 

Similarly, all the available information concerning the absorption 
of Government borrowing in the rest of Continental Europe sug- 
gests that the public has taken up a comparatively small proportion 
of long-term war loans. The greater part of the increase in the public 
debt has been financed by central and commercial banks and institu- 
tional investors such as social insurance funds and private insurance 
companies. 

Forced Government loans have been raised in southeastern Europe, 
Italy, Finland, China, and elsewhere. In the Netherlands the banks 
and the wealthier classes of the population were on several occasions 
threatened with a compulsory loan on unfavourable terms should 
voluntary subscriptions to loan issues be inadequate. Private debt 
redemption has been encouraged in a number of countries and at the 
same time the banking institutions to which loans were repaid have 

1 Bankivirtschaft, 1943, Nos. 5 and. 13. 
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been obliged to earmark the incoming funds for the purchase of 
Government securities. Measures of this kind for accelerating the 
amortization of agricultural indebtedness have been taken in Hun- 
gary, Roumania, Bulgaria, Denmark and Germany. In the United 
States restrictions on consumer credit have been enforced since May 
1942 by the Board of Governors of the Federal Reserve System as 
part of a policy aimed at increasing the amount of funds available 
for investment in Government securities. As a result, the volume of 
instalment loans outstanding was reduced from $9,959 million in 
December 1941 to $4,878 million in February 1944; the amount out- 
standing increased, however, to $5,811 million in December 1944. 

The proportion of debt taken up by the central banks and by the 
commercial banks depends of course, in part, on the organization of 
the banking system, which varies from country to country. In general 
it appears that in Continental Europe, where the public prefers to 
keep considerable amounts of money in the form of cash rather than 
of bank deposits, Governments have borrowed extensively from the 
bank of issue. In such countries as the United States, the United 
Kingdom and the British Dominions, where the public is accustomed 
to hold a far higher proportion of its money in the form of bank 
deposits. Governments have borrowed to a greater extent from the 
commercial banks, the central banks^ lending to the Government be- 
ing mainly designed to furnish the commercial banks with sufficient 
reserve balances. These differences are reflected in the increase in 
note issues as compared with commercial bank deposits, which will 
be shown in a subsequent section of this chapter. 

The part played by central and commercial banks in financing 
Government requirements has led to changes in central bank statutes 
and practices. The legal limits on direct lending to the Government 
by central banks have been raised in many countries. In France, the 
limit on the volqme of advances to cover occupation costs was raised 
by steps from 50,000 million francs in 1940 to 426,000 million in 
1944; the limit on provisional advances to the Government, which 
remained unchanged from 1940 to 1943, was increased from 70,000 
million to 100,000 million in 1944 but, largely as a result of the 
Liberation Loan, this amount fell from 74,550 million in August 
1944 to 15,850 million at the end of 1944. In most other countries. 
Government borrowing took the form of sales of Treasury bills or 
other Government securities, and where necessary, formal authoriza- 
tion was given to the central bank to acquire Government paper in 
unlimited quantities. In the countries occupied by Germany, changes 
in central bank laws were made by the German occupation authori- 
ties ; thus in the case of the Netherlands Bank the authorization to 
buy long-term Government securities, along with other drastic changes 
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in the Bank's statutes, was decreed in June 1943 by the German 
authorities who took over the direction of the Bank. 

Several countries adopted legislation obliging commercial, savings 
and mortgage banks to keep part of their assets in the form of Gov- 
ernment securities. This was notably the case in southeastern Europe ; 
but similar steps have also been taken in Italy. In Australia, the 
Commonwealth Bank was empowered, under the National Security 
Regulation of 1941, to regulate the investment and loan policy of the 
commercial banks. 

In countries with highly developed banking systems, the monetary 
authorities have taken steps to increase the reserve balances of the 
commercial banks so as to enable them to subscribe to Government 
loans. In the United Kingdom, the banks' cash-to-deposit ratio has 
remained remarkably stable at the traditional level of 10-11%, in 
spite of the large increase in deposits resulting from their purchases 
of Government securities. Since in 1943 and 1944 there has been 
among these purchases an increasing proportion of short-term Treas- 
ury Deposit Receipts, which are now the largest item among the 
assets of the clearing banks, the ratio of “quick assets" to total de- 
posits increased from the traditional 30% to over 50%. In the 
United States the minimum reserve requirements for commercial 
banks were lowered in 1943 for the banks in the central reserve cities 
of New York and Chicago, and borrowing by member and other 
banks was made cheaper. The principal form of intervention by the 
Federal Reserve Banks was, however, open-market operations. 

In a number of other countries the opposite policy has been fol- 
lowed: the authorities have conducted open-market operations or 
have taken other measures designed to absorb an excess of liquid 
funds on the money and capital markets. In Sweden, the Riksbank 
obtained 500 million kronor of Treasury bills from the National 
Debt Office for sale on the open market, and used for the same pur- 
pose 600 million kronor of Government securities which it had re- 
ceived before the war in exchange for foreign assets turned over to 
the Government. In the Argentine, the Central Bank, in order to 
neutralize the effects of the increase in gold and foreign exchange 
reserves, placed certificates of participation with the commercial 
banks, and from 1942 onwards with other investors. In 1943 the total 
volume of funds absorbed rose from 139 million to 729 million 
pesos. In Australia, the National Security Act of 1941 required the 
commercial banks to keep in a special account at the Commonwealth 
Bank at ^% interest a certain part of their surplus investible funds 
to be prescribed by the Bankjn accordance with a plan approved by 
the Commonwealth Treasurer. The Commonwealth Bank invests the 
monies received from the commercial banks in Government securi- 
ties, and it is partly on account of this arrangement that it has, as is 
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shown in Table lo, absorbed so large a proportion of the Govern- 
ment's borrowings. Changes in the legal reserve requirements for 
commercial banks have also been made in Colombia, again with the 
purpose of absorbing liquid funds; and in Ecuador commercial and 
savings banks were required in July 1943 to keep certain specified 
proportions of their deposits in the form of non-transferable gold 
certificates issued by the Central Bank. In Uruguay, credit institu- 
tions were obliged in 1944 to hold 32% of their sight liabilities in 
gold, cash, public securities or sight deposits with the Central Bank, 
and 16% in long-term assets, the proportion of Government securi- 
ties not exceeding 40% of the cover. Among the countries occupied 
by Germany, Denmark introduced a comprehensive anti-inflation pro- 
gramme in 1942, and as a part of this policy, commercial banks were 
obliged to keep minimum cash reserves. 

The large increase which has taken place in central and commercial 
banks' holdings of Government securities has naturally greatly af- 
fected the composition of their total assets. The following table shows 

Table 13 

Government and Non-Government Assets as Percentage 
of Total Central Bank Assets 

Direct claims on Non- Government loans, 

Government and advances, discounts 

Government securities and securities 


End of : 1938 1944 1938 1944 

Argentine 31 20 — — 

Australia 63® 63^ 10 3 

Belgium 7® 20^^ 5 — 

Bolivia 72 3S^ 5 

Canada 46 89 — — 

Chile 62 18 21 33 

Colombia 29 17 25 9 

Egypt 24 50 27 II 

Finland 10^ 86*^*^ 22 — 

France 26 81 10 4 

Germany 81 96 3 — 

Japan 53 54® 15 25^ 

Mexico 10® 59® 20 15 

New Zealand 71^ 47® 2 — 

Peru 66 74^ i i** 

Roumania 38® 25®^ 25 22^ 

Spain 12 71^ 44 I3*» 

Sweden 5® 31^ 2 i 

Turkey 54a 32® 30 42 

United Kingdom 45 99 7 2 

United States 17 49 — — 

Yugoslavia-“Croatia” 8i« 73® — — 

* Including “other” securities. ^ November. ® September. ^ August, 

e March. ^June. « April 1943. 



— 186 — 


the percentage distribution of Central Banks’ assets in a number of 
countries.^ 

It will be seen that Government securities account for almost the 
whole of central bank assets in Germany and Finland, for g 6 % in 
Canada, 84% in France, 64% in Australia, 54% in Japan and 56% 
in New Zealand. In the United States, Government securities ac- 
counted for almost one-half of the assets of the Federal Reserve 
Banks. 

Similarly, Government securities, including Treasury bills, con- 
stitute an increasing proportion of commercial bank assets. In the 
United Kingdom, in December 1944, Treasury Deposit Receipts 
were the most important single item in the combined balance-sheets 
of the London clearing banks. “Investments” ranked second, while 
advances had fallen to third place. Since short-term loans are almost 
wholly secured by Treasury bills, and since the banks’ bill portfolios 
are made up of Treasury bills, .the proportion of deposits covered 
by Government paper had by December 1944 risen to 70%. In the 
United States, Government security holdings accounted for over 
70% of the total earning assets of all commercial banks, in France, 
Belgium, and Germany for about 70%, in Canada about 50%, etc.^ 

Conversely, there has been a marked decline in commercial bank 
advances. In the United Kingdom, the ratio of advances to deposits, 
which was 45.5% before the war, had fallen to 16.6% by December 
1944. In Germany, the total of “debtors” of the big Berlin banks fell 
in 1943, in spite of the increasing demand for credit due to the aboli- 
tion of Treasury advances on Government orders. In the United 
States, commercial, industrial and agricultural loans for non-war 
purposes declined from $9,400 million to $5,750 million between 
December 1941 and June 1944, while loans for war purposes in- 
creased from $1,300 million to $3,150 million. 

The Latin-American countries are an exception to the general 
tendencies just noted and commercial financing has generally in- 
creased. In Brazil, for example, loans of the Bank of Brazil to 
manufacturing industries were 60% higher in 1943 than in 1942. 
But a large part of the discounts and advances of Latin-American 
central banks consisted of operations on account of Government or 
semi-official institutions. In the Argentine, the Government has bor- 
rowed from the Banco de la Nacion and other banks to finance the 
purchase of crops (994 million pesos were outstanding in 1943), 
and part of this debt was taken over by the Central Bank. In Chile, 
the total advances made by the Central Bank to semi-public credit 
institutions specializing in industrial, mining and agricultural credit, 

ipor further details, see Money and Banking 1942/44 (League of Nations). 

2 The percentage composition of commercial bank assets in 45 countries is shown 
in Money and Banking, 1942/44. 
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increased from in million pesos in 1938 to 575 million pesos in 
1943 - 

All over South America new banking institutions have been estab- 
lished under Government auspices, with the object of granting loans 
for development purposes. The capital of these banks has been as a 
rule provided partly or wholly by Governments or central banks. 
Similarly, in Australia a Mortgage Bank was established as a Depart- 
ment of the Commonwealth Bank to make long-term loans to primary 
producers, the capital being provided by the Commonwealth Bank; 
and in Canada a law founding an Industrial Development Bank was 
passed in August 1944. In the United Kingdom, the establishment 
of two financial institutions was officially proposed in January 1945 : 
a Finance Corporation for Industry, to be owned jointly by a group 
of insurance companies, investment trusts and the Bank of England, 
for the purpose of providing long-term capital to industrial business 
''with a view to their quick rehabilitation and development in the 
national interest”;^ and an Industrial and Commercial Finance Cor- 
poration whose capital is to be subscribed by all the important deposit 
banks, together with a "token subscription’’ by the Bank of England, 
to meet the medium- and long-term credit needs of small and medium- 
size business. 


Gold and Foreign Balances 

In addition to expanding total domestic output and devoting an 
increasing part of it to war purposes, the major belligerent countries 
have drawn on the production of other countries, either for armies 
maintained abroad or for military bases or for domestic use, by im- 
porting in excess of current exports. The excess of imports, and the 
other expenditures abroad, have been financed in a variety of ways : 
by the liquidation of foreign investments, gold transfers, lend-lease 
and similar arrangements, the accumulation of new debts, and the 
levying of occupation costs. British disinvestment is dealt with in 
Chapters I and VI, and the latter chapter contains an account of 
lend-lease and mutual aid, international short-term borrowing and 
occupation levies. We are concerned here only with the changes which 
have taken place in central gold and foreign exchange reserves. The 
increase in money incomes due to foreign spending has had effects 
on national prices and currencies which are essentially similar to 
those produced by domestic government expenditure financed by do- 
mestic borrowing. 

Recorded central gold reserves are shown in Table 14.^ The major 
changes have been as follows: From the beginning of the war to 

1 Chancellor of the Exchequer, Parliamentary Debates, January 23rd, 1945. 

2 A more detailed table is given in League of Nations, Money and Banking 1^42144, 
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Table 14 

Recorded Central Gold Reserves 


Country 

1938 

1939 

1940 

1941 

1942 

1943 

1944 

Africa 

289 

318 

U.S. $(ooo,ooo’s) 

435 * 438* 



Union of South 

Africa 

220 

249 

367 

367 

634 

705 

814 

Others 

69 

69 

68* 

71* 



20,625 

North America 

14,704 

17,859 

22,002 

22,742 

22 , 73 ^ 

2 i,P 43 

Canada 

192 

215 

7 

5 

5 

5 

6 

United States^ ... 

14,512 

17,644 

21,995 

22,737 

22,726 

21,938 

20,619 

Central and 

South America 

^06 

751 

683 

722 

1,100* 

658 

j,8oo* 

2,100* 

Argentine 

431 

466 

353 

354 

939 

1,112 

Brazil 

32 

40 

51 

70 

115 

254 

320 

Chile 

30 

30 

30 

30 

38 

51 

56 

Colombia 

24 

21 

17 

16 

25 

59 

92 

Mexico 

29 

32 

47 

47 

39 

203 

222 

Uruguay 

68 

68 

90 

100 

90 

118 

151“ 

Venezuela 

52 

52 

51 

51 

68 

89 

130 

Others 

40 

42 

44 

54 

67 

82 

, 

Asia 

563 

600* 

660* 

750* 


. 


Europe 

8,900"^ 

5,950* 

3,000* 

5 , 2007 * 

5 , 500 * 

5,850* 

5.900* 

Belgium^- 

728 

714 

734 

734 

735 

734 

732" 

Czechoslovakia 

83 

56 

58 

61 

61 

61 

6ia 

Denmark 

53 

53 

52 

44 

44 

44 

44 

Finland 

25 

27 

14 

4 

4 

4 

4 " 

France^ 

2,430 

2,709 

2,000 

2,000 

2,000 

2,000 

1,777 

Germany 

45 

43 

40 

40 

40 

40 


Italy 

193 

144 

120 





Netherlands 

998 

692 

617 

575 

506 

500 

5oo« 

Roumania 

133 

153 

157 

183 

243 

318 

369® 

Spain 

. (525)' 


, 

42 

42 

91 

105* 

Sweden 

321 

308 

160 

223 

333 

387 

463 

Switzerland 

701 

549 

502 

665 

824 

964 

1,052 

Turkey 

29 

29 

88 

92 

1 14 

i6i 

221<i 

United Kingdom^ . , 

2,690 


, 

. 

. 

, 


Others 

433 * 

426* 

430* 

550 * 

550 * 

550 * 

590* 

Oceania 

25 

25 

25 

25 

25 

25 

25* 

Australia 

2 

2 

2 

2 

2 

2 


New Zealand 

23 

23 

23 

23 

23 

23 

23 

Total 

(excl. U.S.S.R .)2 . 

25,200’*‘ 

25,500* 

28,800^ 

29,900^ 

30,800* 

31,200* 

30,300* 


* Provisional figure. 

a November. ^ January 1945. « September. ^October. ®June. ^ April. 


1 Not including gold held in Exchange Equalization and similar funds which amounted 


to: 

1938 

1939 

1940 

1941 

1942 

1943 

1944 

United States 

80 

156 

48 

25 

12 

43 

Sept. 

25 

Belgium 

44 

17 

17 

17 

17 

. 

, 

France 

331 

477a 

. 




, 

United Kingdom . 

759 ^ 

876c 

292 

151^ 

. 


. 


« May 1939. ^ September 1938. c August 1939. Total gold holdings as reported 

less those held by the Bank of England, ^ September i, 1941. 

2 Excluding Spain in 1938. 
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1941 the gold reserves of the United Kingdom and, up to June 1940, 
of France, declined substantially, while those of the United States 
and, to a smaller extent, of Latin America, increased. By the begin- 
ning of 1941 the British gold reserve had been virtually exhausted; 
and the United States' monetary gold stock reached its peak at 22,800 
million dollars in November 1941. About the middle of 1941 Latin 
America started converting into gold part of the dollar balances ac- 
cruing from United States' purchases of strategic materials and from 
other expenditures for war purpOvSes, and this process of adding to 
gold stocks was considerably accelerated after the end of 1942. In 
December 1944, the total gold holdings of Latin America, as shown 
in the table, were nearly three times as great as they had been in 
1938 and, after adjustment for the change in the dollar price of gold, 
they were about 25% above the gold holdings in 1929. The country 
holding the largest reserve in Latin America is the Argentine. The 
largest percentage increase during the last three years occurred, how- 
ever, in Brazil, which country lost virtually all its gold in 1930, and 
now has a reserve equal, in quantity, to what it had in 1929. The 
holdings of Chile and Uruguay are also about equal to the amounts 
held in the 1920’s, while those of Mexico, Venezuela and Colombia 
are greater than they have ever been in the past. 

In Continental Europe, Sweden and Switzerland have increased 
their gold holdings, partly by converting their foreign balances, and 
partly through current receipts. The Turkish resources have also in- 
creased steadily as have the disclosed gold reserves of Spain in the 
last two years. Roumania was able to obtain some gold in exchange 
for part of her claims on Germany, and more than doubled her re- 
serve. Part of the reserves of certain countries under German occupa- 
tion and also part of the Italian gold reserve have been transferred 
to German account. The loss incurred by the Netherlands was under 
the guise of ^Voluntary" contributions to the war effort. Early in 
1944 the British and the United States Treasuries declared that they 
would not recognize transference of title to looted gold. 

The production of gold has declined sharply in recent years; the 
world output in 1944 may be estimated, on the basis of the produc- 
tion of the reporting countries, at about 10% less than in 1943 and 
approximately one-third less than the peak year, 1940. But, as is 
apparent from Table 15, the rate of decline varied greatly from one 
area to another. In the United States, Canada, Australia and British 
West Africa, the governments restricted the mining of gold in order 
to release manpower for war production. In South Africa the volume 
of production was affected by shortages of labour and equipment 
and, as in other countries also, by higher working costs. 

As a result of recent developments, the distribution of the world's 
visible gold reserves has undergone important changes. The scope 
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Table 15 


Value of World Gold Production 



1938 

1939 

1940 

1941 

1942 

1943 

1944 

Africa 

511 

542 

590* 

600’'' 

575* 

520*'' 

, 

Un. of South Africa 

426 

449 

491 

504 

494 

448 

430 

North America 

315 

343 

356 

354 

291 

176 

137* 

Canada 

165 

178 

186 

187 

169 

128 

102’'' 

United States 

149 

164 

169 

166 

121 

48 

35 

Central America 

38 

35* 

41^ 

40’^ 




South America 

55 

61* 

66^ 

65* 

55* 

50* 

, 

Asia 

117 

125* 

. 

. 

. 

Oceania 

73 

78 

79 

’ 73* 

, 

, 

. 

Australia 

56 

58 

57 

52 

40 

26 

16 

Europe 

World 

21 

20 

• 


• 

• 

• 

(excl. U.S.S.R.) ... 

* Provisional. 

1,130 

1,205 

1,290’'' 

1,280* 

1,150* 

950* 

850* 


and nature of these changes are shown in Table 16, page 191, which 
summarizes the data covered in Tables 14 and 15. 

During the three years 1942-44 the United States gold stock fell 
by $2,118 million, while the visible gold reserves of the rest of the 
world increased by $2,500 million. Besides absorbing the gold out- 
flow from the United States, the rest of the world also absorbed a 
substantial part of the newly-mined gold. The most important pro- 
ducer, South Africa, has been selling a part of the current output 
to Great Britain and adding the rest to her own gold stocks. Only 
part of the gold absorbed outside of the United States appears in 
the recorded reserves. As is shown in Table 16, page 191, visible 
world holdings (line 3) actually declined in 1944, and their increase 
in 1942 and 1943 fell short of the current gold production. The last 
line in the table represents the difference between the somewhat un- 
certain figures of gold production and the recorded totals of visible 
reserves. It is thus a residual item covering errors in the figures, con- 
sumption of gold in the arts, sales of gold to the public, and transfer 
between visible or invisible monetary stocks. The shift from visible 
to invisible reserves in 1939 owing to the internal transfers from 
Central Banks to Stabilization Funds in the United Kingdom and 
in France no doubt explains the direction of the figures in that year, 
and the change in the opposite direction in 1940 is to be explained 
largely by the inflow of gold to the United States from the United 
Kingdom. Since 1942 an increasing part of newly-mined gold and 
of gold flowing out from the United States has again “disappeared” 
from recorded world reserves. 

Some gold was absorbed by official sales of gold by the United 
Kingdom and the United States, either separately or jointly, to the 
public in India and the Middle East, but the amount involved was 
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Tables i6 

Changes in World Gold Distribution 


Changes in recorded 

reserves : 1939 

1. United States +3>i32 

2. Rest of the 

world‘s — 2,832 

3. World (i+2)a +300 

Sources of changes : 

.4. Production* 1,205 


5. Industrial con- 
sumption, private 
hoarding and 
shifts from invis- 
ible to visible ( + ) 
and from visible 
to invisible re- 
serves ( — ) — 905 


$ (000,000's) 


1940 

1941 

1942 

+4,351 

+742 

—10 

—1,051 

+ 3 S 8 

+9II 

+3,300 

+ 1,100 

+900 

1,290 

1,280 

1,150 


+2,010 +180 —250 


Total 

1942- 


1943 

1944 

1944 

—789 

—1,319 

—2,118 

+1,189 

+419 

+2,518 

+400 

— 900 

+400 

950 

850 

2,950 


—550 —1,750 —2,550 


“Excluding U.S.S.R. 


very small in comparison with the ''balance*^ shown in the table above. 
The purpose of these official sales, which began in the middle of 1943, 
was to mop up redundant purchasing power and at the same time to 
reduce the growth of sterling or dollar balances. As a result of this 
procedure, the price of gold, which had risen steadily throughout 
1942 and had reached a peak in May 1943 at about $78 per ounce 
in Bombay, fell gradually in the latter part of 1943 and in 1944. 
In October 1944 the price in Bombay was $50 per ounce. In June 
1944 sales of gold were suspended in Egypt and Iraq because, with 
the reduction in spending by the Allied (jovernments in these terri- 
tories, the need for them had considerably diminished. Open sales of 
gold were also arranged in China, where the price reached a figure 
of more than 500 U.S. dollars per fine ounce in the middle of 1944. 
In Mexico, gold was sold to the public by the central bank. In Greece, 
gold sovereigns were made available to the public through market 
sales by the Bank of Greece in order to promote confidence in the 
new currency; the price, fixed at 2,400 new drachmae to the gold 
pound in November 1944, is kept flexible in accordance with the 
prevailing gold prices in the Mediterranean area. 

The prices at which gold was sold to the public in the countries 
mentioned involved in most cases a considerable premium above the 
official gold prices or the prices corresponding to the official rates of 
exchange. The existence of the premium offered by the public for 
gold in these countries was the result of a combination of circum- 
stances: the rise in the level of commodity prices in the countries 
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concerned, a rise in which gold, as a commodity for which there is a 
hoarding demand, has shared; the lack of a free international mar- 
ket in which unlimited quantities of gold would be able to flow to 
the place where it obtained the highest price ; the maintenance, despite 
the uneven movements of price levels, of fixed exchange rates be- 
tween the currencies of the countries selling gold on the one hand 
and the currencies of the countries buying gold on the other. 

In most countries {e,g.y Egypt and Mexico) the gold sales have 
been made by the United Kingdom and the United States to the 
central banks of the countries concerned at the official price, and 
where these central banks have resold part or all of the gold to the 
public they have done so on their own account and have reaped the 
profits due to the premium. In the case of India and Iran, however, 
the sales to the public, though made largely through the agency of 
the central banks, were made on account of the United States and 
United Kingdom Governments so that these Governments took the 
profits. In the latter case, the proceeds in terms of rupees of a given 
number of pounds sterling or U.S. dollars, by first being converted 
into gold (whether taken from existing reserves or from gold bought 
from South Africa out of new production) and then changed into 
rupees, have been that much higher than would have been the pro- 
ceeds of the same number of pounds or dollars added to the balances 
of India in London. This has been a way of providing a partial off- 
set for the overevaluation of the rupee at the existing price levels ^nd 
exchange rates. The fact that South Africa was the source of a large 
part of the gold sold by the United Kingdom to India, and that, as 
an importer of Indian goods, she was herself affected by the rise in 
the Indian price level, led to demands that she should share in the 
gold profits. Early in 1944 the Government of the United Kingdom 
agreed that South Africa should share in the profits on gold sales to 
the extent that she imports goods from India. 

In addition to acquiring gold, the monetary authorities in many 
countries outside the United States have accumulated substantial 

Table 17 

Foreign Banking Funds and Gold Held in the United States 

$( 000,000's) 

Gold Under TotaU'^ial" 


Date 

Total 

(a) 

“Official" 

W 

Private 

(c) 

Earmark 

(d) 

Funds and Gold 
(b+d) 

1942, April 

3.546 

1,172 

2,374 

2,449 

3.621 

Dec. 

3.988 

2,027 

1,961 

2,674 

4.701 

1943, June 

4.670 

2,689 

1,961 

3,070 

5.759 

Dec. 

5.154 

3,099 

2,055 

3,477 

6.576 

1944, June 

5.509 

3,299 

2,210 

2,261 

3,712 

7.01 1 

Dec. 

5.271 

3,010 

3,937 

6,947 



amounts of dollar exchange. The accompanying statement shows the 
volume of funds and earmarked gold held in the United States for 
the account of foreign banks. 

At the end of 1944, the total of funds and gold held by Central 
Banks and Treasuries amounted to more than $7,000 million, half 
of which had been acquired during the last two years. In addition, 
private funds amounted to more than $2,000 million. 

Tables 14, 16 and 17 give a global picture of the size of official 
gold and dollar reserves held outside the United States; 

U.S. $ (ooo,cx)o,ooo’s) 

1. Recorded central gold reserves (Table 14) : 

World (excl. U.S.S.R.) 

Less : United States 

World outside the United States 

2. Shifts from visible to invisible reserves in 1942-44 (Table 

16, item 5) 

3. Official banking funds in the United States (Table 17, 

col. b) 


30.3 

20.6 

9.7 9-7 

2.9 
30 
15.6 


The total of $15,600 million may be considered as a conservative 
estimate, since, with the exception of the shifts from visible to in- 
visible reserves in 1942-44, no allowance is made for undisclosed 
gold stocks. The Federal Reserve Bulletin gives a total of $17,000 
million of gold and dollar reserves of ‘'foreign countries'' (including 
U.S.S.R.) at the end of September 1944, as compared with $7,000- 
8,000 million at the close of the 1920’s.^ To the official holdings of 
gold and dollar balances may be added private banking funds held 
in the United States, as given in Col. c of Table 17. This would raise 
the total of gold and dollar balances held by the world outside the 
United States to some $19,000 to $20,000 million. 

The geographical distribution of the ownership of foreign funds 
held in the United States has not been disclosed since December 1941. 
It may be surmised that, in view of the volume of United States 
spending in Latin America, a large part of the increase is held by 
Latin- American Central Banks. The dollars spent in French North 
Africa and in France have accrued to the French monetary authori- 
ties, and those spent in Australia, India, and the Middle East (with 
the exception of Iran) to the central sterling area “pool." 

1 November 1944, page 1043. The following comment from the Federal Reserve 
Bulletin may be quoted in this connection : “Foreign countries will enter the post-war 
period much better supplied with gold and dollar reserves than they were before the 
breakdown of the gold standard in the 1930's. As a group they will be able to meet 
larger deficits in their international transactions with the United States, should 
such deficits occur, without resorting to currency depreciation or exchange control 
or drastic measures of internal deflation.” 
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All the countries belonging to the “sterling area’’ pool their foreign 
exchange resources. Supplies of dollars accruing from exports to the 
United States, or from the expenditures of U.S. troops, are trans- 
ferred to the central fund in London and are then allocated to various 
uses, and to various members of the sterling area, in the proportions 
considered most beneficial from the standpoint of the total war ef- 
fort. The foreign balances which the countries in the sterling area 
have acquired during the war are thus all held in sterling. In Febru- 
ary 1944 it was announced, however, that the British Government 
had agreed that part of the dollar balances accruing from U.S. pur- 
chases and military expenditures in India (London’s largest creditor) 
should be set aside for India’s use after the war ; and in January 1945 
the United Kingdom agreed to make available to Egypt £E 25 mil- 
lion of “hard” currencies during 1945 to cover the need for imports 
from and payments to the United States and other countries. 

With a few exceptions (the most important being the Argentine) 
the composition of central bank foreign exchange holdings has not 
been disclosed in recent years. The figures for net foreign assets of 
Latin America, as they appear in official statements, have been con- 

Table 18 


Foreign Exchange Holdings of Latin America 
U.S. $( 000,000's) 


End of: 

1938 

1939 

1940 

1941 

1942 

1943 

1944 

Argentine^ 




18 

18 

82 

92 

Bolivia 

I 

2 

8 

20 

17 

17 

BraziU 

141 

139 

47 

149 

436 

. 

246a 

Colombia 

3 

3 

7 

6 

36 

54 

66'> 

Cuba^ 

28 

23 

21 

44 

109 

181 


Mexico 

3 

2 

12 

6 

34 

34 

381 ' 

Uruguay 


— 

3 

2 

— 

34 

62b 

Venezuela 



2 

II 

8 

14 

20 

Others^ 

4 

6 

12 

21 

49 

44 

63 

Total Foreign 








Exchange . . . . 

180 

175 

102 

257 

710 


850^ 

Total Gold 








Reserves 

706 

751 

683 

722 

1,100^ 

i,8oo* 

2, loo’*' 

Total Gold and 

Foreign Ex- 
change Reserves 886 

926 

78s 

979 

i,8io* 


2 , 950 ^ 


1 Dollar exchange as shown in Annual Reports of the Central Bank of the Argen- 
tine. 

2 Net correspondents and agencies abroad plus bills receivable less bills payable. 
2 Total U.S. currency in circulation in Cuba. 

^ Chile, Costa Rica, Ecuador, Guatemala, Haiti, Paraguay, Peru and Salvador. 
^New York Times, February nth, 1945. 

November 1944. 

♦ Provisional. 
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verted into U.S. dollars, and a total calculated for the whole of Latin 
America in Table i8. The Latin- American countries hold some ster- 
ling balances, but there is no doubt that by far the largest part of 
their foreign assets consists of dollars. Aggregate holdings were no 
doubt greater than the figures shown in Table i8, which cover only 
central banks and do not take account of commercial bank and other 
private holdings or of U.S. dollar notes circulating in Central Amer- 
ica, shown only in the case of Cuba. It should also be kept in mind 
that the official rates of exchange used for the conversion may not 
be those at which the exchange holdings were actually acquired. La- 
tin America's gold reserves and foreign exchange holdings more 
than tripled between 1940 and 1944. As a result of the accrual of 
these large amounts of gold and foreign assets, the exchange position 
of Latin-American countries was strengthened and the free market 
quotations moved nearer to the official rates of exchange.^ The free 
rate for the Argentine peso rose in 1943 to the highest level reached 
since 1939. At least two countries, the Argentine in 1943 and Uru- 
guay in 1944, introduced measures to restrict the inflow of funds 
from abroad; import of capital is authorized only if it is to serve 
permanent productive purposes. Peru established for the first time 
a system of foreign exchange control in January 1945. 

The foreign exchange holdings of European neutrals are shown in 
terms of their U.S. dollar equivalent in Table 19. Sweden and 
Switzerland converted part of their dollar balances into gold. 
Between 1939 and 1944, gold and foreign exchange holdings more 
than doubled in the five neutral countries. The Swiss authorities, 
after 1940, placed restrictions on the transfer of dollar balances into 
Swiss francs, and Sweden tightened the foreign exchange regulations 
in October 1944 in order to prevent too large an increase in her gold 
and foreign exchange holdings. 

Foreign exchange reserves of sterling area countries are shown 
in Table 20. The exact composition of the foreign exchange reserves 
of these countries is not known, but it can be assumed that they con- 
sist mainly of sterling. Their increase over the five years 1939-43 
(£1,000 million) may be compared with the figure for Britain's 
external disinvestment (£3,073 million) given in the White Paper 
on Sources of War Finance. The two forms of Britain's external 
disinvestment — namely, sale of overseas assets and increase in over- 
seas liabilities — are shown separately in Chapter VI, page 255. 

On the basis of the 1938 figures it appears that before the war the 
sterling area countries held between £250 million and £300 million 

1 Official and free-market quotations are published in the League of Nations^ 
Monthly Bulletin of Statistics; and in the Statistical Year-Book of the League of 
Nations^ the variations of exchange rates are shown monthly in terms of the gold 
parities in force in 1929. 
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Table ip 

Foreign Exchange Holdings of European Neutrals 

U.S. $(ooo,ooo’s) 


1938 1939 1940 1941 1942 1943 1944 

Portugal 29 26 53 189 368 483 564® 

Spainc . . 2 2 2 2t> 

Sweden 180 72 I 79 181 132 I 55 136 

Switzerland 63 81 232 158 14 19 24 

Turkey •— 12 —28 — i 29 28 47 30 

Total Foreign 

Exchange 260 151 463 559 , 544 706 756 

Total Gold 

Reserves^ i,i62^ 997* 851* 1,081 1,372 1,663 1,904 


Total Gold and 

Foreign Ex- 
change Reserves 1,422* 1,148* 1,314’*' 1,640 1,916 2,369 2,660 

» August 1944. 

^June 1944. 

Spain’s gold holdings in 1938-1940 have been estimated at 42 million dollars. 
The bulk of the foreign exchange reserve is held by the Foreign Exchange Board, 
and its amount has not been published. 

* Partly estimated. 

in London, including the amounts known to have been held by com- 
mercial banks. Sterling balances serve partly as legal cover for the 
currency issues in most of these countries, and the currency reserve 
requirements have increased considerably with the expansion in note 
circulation. The exchange reserves of most sterling area countries 
have, however, increased far in excess of what is required for cover 
purposes. The totals, which are based on recorded data, underestimate 
rather than overestimate the size of the sterling balances. There are 
no figures for the reserves of the Middle East countries other 
than Egypt, Iraq and Palestine^ or for the currency authorities 
of the former Governments-in-exile in London.^ The figures for 
the colonial currency boards are incomplete and the table does not 
cover the Latin- American countries. Such figures as are available for 
the latter are mentioned below. Moreover, the figures for commercial 
bank holdings are obtainable for only a few countries; the Indian 
exchange banks, for example, are known to have held considerable 
amounts of sterling, but the figures have not been disclosed. 

The largest single stock of sterling exchange is held by the Re- 
serve Bank of India. It accounts for more than half of the aggregate 

1 Iran’s foreign assets were the equivalent of 172 million pounds sterling in March 
1944, against 40 million in March 1940 ; but the amount of sterling held is not known. 

2 For example, balances accumulated on account of shipping services by Norway 
and, to a lesser extent by the Netherlands, Greece, and Belgium, and balances 
derived from the proceeds of exports from French, Belgian and Dutch possessions. 
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Table 20 


Foreign Exchange Reserves of Sterling Area Countries 

£ (000,000's) 



1938 

1939 

1940 

1941 

1942 

1943 

1944 

a) Central Banks and Currency 








Boards 








Australia 

30 

36 

70 

48 

63 

82 

150 

Egypt 

17 

20 

32 

SO 

78 

105 

124a 

Eire 

9 

9 

13 

16 

21 

24 

31 

Iceland 


— 

2 

6 

II 

16 

2I*> 

India 

46 

8s 

142 

217 

357 

642 

935 

Iraq 

5 

6 

7 

12 

22 

36 

40c 

Malaya 


. 

23^ 

S8* 

S8* 

58* 

58* 

New Zealand 

4 

7 

9 

10 

22 

27 

28<i 

Palestine’^ 

7 

9 

II 

13 

23 



Union of South Africa 

8 

8 

I 


I 

13 

21* 

West and East Africa-^ 

• 

IS* 

17^ 

19* 

26^ 

39* 


Total 

i6o^ 

230^ 

335* 

450* 

685* 

i,oSo* 

1,400* 

b) Commercial Banks 








Egypt 





, 

(100*) 

, 

Eire 

61 

65 

69 

84 

97 

115 

126® 

New Zealand 

2 

6 

10 

10 

II 

7 

10® 

Palestine 



6 

10 

17 

26 

32^ 

Union of South Africa 

10 

16 

20 

26 

26 

23 

20s 

Total (excl. Egypt) . . . 

73 

87 

105 

130 

150 

170 

200 

Grand Total 

235* 

320^ 

440* 

625* 

835* 

I, 250 ^ 

1,600’*' 


® November 1944. ^ August 1944. 

^October 1944. ejime 1944. 

c March 1944. 1 March 31st of the following years. 

^ October 16, 1944. 2 As of the middle of the year. 

® September 1944. ♦ Estimated. 

Sources: Official as compiled in the League of Nations, Money and Banking 1042144, 
with the exception of those for Malaya and other Currency Boards which are 
based mostly on the London Economist and Banker. 

official holdings in 1944 shown in Table 20. The growth of this item 
during the war was retarded by the repatriation of practically all of 
India’s sterling debt of over £350 million, and by official gold sales 
in the Indian market to which reference was made before in this sec- 
tion. As mentioned earlier, however, part of the Reserve Bank’s ex- 
change reserve has been accumulating since February 1944 in the 
form of U.S. dollars, so that it is no longer strictly accurate to esti- 
mate the total of India’s sterling assets by converting into sterling 
the whole of the Reserve Bank’s external assets. The growth in 
Eire’s sterling assets represents the excess of the Irish commercial 
banks’ external assets over external liabilities (second part of Table 
20) as well as the increase in sterling securities held by the Central 
Bank of Eire. As there is no sizable Irish debt held in Great Britain, 
there has been no large-scale debt repatriation. Both Australia and 
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New Zealand have substantially increased their sterling balances as 
a result of the operation of the Imperial Purchase Scheme and of the 
sums spent by the United States and by U.S. military personnel. The 
figure for Australia’s official holdings has also been affected by the 
transfer, since 1940, of the sterling assets of the commercial banks 
to the Commonwealth Bank. 

In the Middle East, allied war expenditures have been substantial, 
both through direct purchases and through spending by troops and 
outlays for the construction of military bases. As a result, there has 
been a large expansion in the note circulation of these countries. In 
April 1944, a Middle East Financial Conference was held in Cairo 
which recommended for the consideration of the Governments of the 
Middle Eastern countries policies for preventing an intensification of 
inflationary tendencies both now and in the post-war period. The 
Conference, while attaching most importance to large imports of 
goods “as soon as conditions of shipping and supply permit,’' outlined 
a comprehensive programme of taxation, savings and price control. 
Also, in view of the inadequacy of the statistical information avail- 
able to the Middle East Governments, the Conference urged improve- 
ment in the organization and collection of economic and financial 
statistics, and endorsed a project for establishing a permanent Middle 
East Statistical Bureau. 

The Union of South Africa kept her sterling balances at a mini- 
mum working level and invested the whole of her balance of pay- 
ments surplus in gold. There was, however, a marked increase in 
her sterling balances in 1944. Practically all the Government’s ster- 
ling debt and a large part of the British holdings of shares in South 
African gold mines were transferred to South African ownership. 
The repatriation of shares was encouraged by the South African 
Government by the imposition of a discriminatory tax on dividends 
paid to non-resident holders of South African securities. Canada con- 
verted the sterling accumulated in payment for war materials sup- 
plied to Britain in 1942 into an interest-free loan of $ (Can.) 700 
million. Moreover, about $840 million of Canadian securities for- 
merlv held in the United Kingdom had been repatriated by the be- 
ginning of 1944. For the mutual aid furnished by Canada, see Chap- 
ter VI, page 256. 

The sterling balances of East and West Africa are shown in Table 
20. The currency boards of other British colonies also acquired sub- 
stantial sterling reserves. The largest of these reserves was that of 
Malaya, part of which had been acquired against sales of U.S. dollars. 

The foreign exchange reserves of the Latin-American countries 
consist largely of dollars, though some of these countries have ac- 
cumulated sizable sterling balances. The Argentine’s official holdings 
of sterling as disclosed in 1942 and 1943, showed an increase from 
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£i 7 million to £42 million.* In addition, the Argentine has repatri- 
ated part of her sterling Government debt. Brazil’s sterling balances 
amounted to £30 million in 1943, and Uruguay’s to £4 million.^ Part 
of the Portuguese foreign exchange reserve, shown in Table 19, 
also consists of sterling.^ 

On the Continent of Europe the position of countries which were 
occupied by or allied with Germany during the war was dominated 
by Germany’s measures of external war finance. Though there were 
many examples of direct confiscation, for the most part Germany 
financed her outlays for goods and services obtained from these coun- 
tries by three methods: i) by issuing Kassenscheine, 2) by using 
clearing accounts and 3) by exacting payment of occupation costs. 
The immediate distinction between methods 2) and 3) is mainly of a 
bookkeeping nature. In the one case, the Government of the country 
concerned obliged its central bank to grant advances against clearing 
claims on Germany. In the other, the central bank had to make ad- 
vances for occupation costs out of which the German authorities 
made direct payments inside the country. In both cases Germany ob- 
tained local currency for the purchase of goods, services and capital 
assets in the occupied or allied country. 

The total amounts of clearing claims and occupation costs and 
their rates of growth are examined in Chapter VI, It is only neces- 
sary to consider here, therefore, the monetary implications of those 
claims. 

Table 21 shows the balances outstanding both on account of ad- 
vances for occupation costs and on account of clearing claims against 
Germany.® The figures in this table are based on the Central Bank 
•returns and do not therefore include occupation costs or clearing 
deficits financed directly by the Treasuries. The German deficit on 
clearing account which has been financed by the Belgian and French 
Treasuries is shown on pp. 158-59; no comparable figures have been 
published for Holland, “Bohemia and Moravia,” or other countries. 
Secondly, no account has been taken of the Reichsmark holdings of 
commercial banks in the countries mentioned in the table. Finally, a 
few countries, which certainly had large clearing claims on Germany, 
are either not covered at all by the table because of the lack of data 
(Italy, Poland, Spain, Switzerland) or are not completely covered 

i£6o million in July 1944 according to a statement reported in The Banker 
(London), January 1945. 

2 U.S. Department of Commerce, Foreign Commerce Weekly, November 4th and 

iith, 1944. 

8 The Kassenscheine which had constituted an important means of payment in the 
earlier phases of the war were subsequently withdrawn from circulation in Western 
Eimope and in the Balkans, and their countervalue was then usually reported either 
undQT occupation costs or under clearing accounts. But they remained in circulation 
in the occupied areas of the U.S.S.R. until those areas were liberated. 
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Table 21 

Central Bank Reichsmark Holdings^ and Advances 
on Account of Occupation Costs 
A : Reichsmark Holdings B : Occupation Costs (cumulative) 
Reichsmarks (000,000) 


End of ; 1939 1940 1941 1942 1943 1944 

I. Occupied Countries 

Belgium A — 344 1,032 2,528 4)472 5)55^® 

Czechoslovakia 
and Moravia 

Bohemia A 380 780 1,290 1,740 3,350 5,497 

Slovakia A 26 60 95 155 189 

Denmark A — 199 410 583 1,039 1,448 

B — 225 438 694 1,249 2,268 

France B — 3,616 7,125 10,548 16,349 21,300 

Greece A . . . (’*'3,313) 

Netherlands A — 265 1,460 1,592 4,246 5,474^ 

Norway B — 852 1,159 3,409 • ’“5,680 

Yugoslavia 

“Croatia” A . . . . (645) (1,164^) 


Total A 406 1,648 4,287 6,598 13,296 17,975 

Total B •— 4,693 9,722 14,651 17,598 28,398 


Total A + B 406 6,341 14,009 21,249 30,894 46,373 

11. Other Countries : 

Bulgaria A 76 126 471 729 

Finland A 83 25 —81 -~I47 —177 —76^ 

Hungary A 244 244 365 731 1,522 ♦1,446^ 

Roumania A 126 136 392 509 548 1,156® 


Total 529 531 1,147 1,822 1,893 2,526 


a August ; ^ September ; c July ; d May ; ® June. 

1 The figures shown exclude as far as possible pre-war or pre-occupation holdings 
of currencies other than Reichsmarks. For Finland, however, such a separation is 
not possible; the amounts prior to 1940 certainly consisted largely of sterling, U.S. 
dollars, etc. 

Belgium: National Bank plus “Bank of Issue”: Net foreign assets, including 
Treasury certificates issued for the purpose of financing clearing claims on Ger- 
many. Czechoslovakia: “Bohemia and Moravia”: “Sundry Assets,” mostly repre- 
senting claims on Germany. Denmark: A: Net foreign exchange holdings; 
B : “Sundry Debtors,” representing claims on Germany on account of advances for 
occupation costs. Netherlands: Foreign bills plus “Sundry Accounts,” mostly repre- 
senting claims on Germany. Yugoslavia : “Croatia” Clearing accounts and “advances 
against claims in foreign countries.” Bulgaria : Net Reichsmark holdings, plus Treas- 
ury bills denominated in Reichsmarks given by the Bulgarian Government to German 
firms, in prepayment of orders, and later repurchased by the Bank. Hungary : “Ad- 
vances made for foreign payments” and “other assets” under which claims of 
Hungarian exporters to Germany were booked temporarily. Roumania: Net clear- 
ing accounts plus foreign assets set aside for special purposes. 

(Greece, Norway). The figures for Finland represent the Finnish 
clearing debts to Germany. 

As a result of the accumulation of foreign exchange balances, a 
very high proportion of central bank assets now consists of claims 
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against the major belligerent countries. Table 22 shows the changes 
in the composition of central banks assets for a number of countries.^ 

Table 22 

Gold and Foreign Exchange Holdings as Percentage 
of Total Central Bank Assets 

Gold Foreign Exchange 



1938 

1944 

1938 

1944 

Argentine 

... 64 

26 

4 

53 

Belgium 

86 

20® . 

— 

60^ 

Bolivia 

10 

29b 

7 

19^ 

Bulgaria 

23 

8c 

14 

46c 

Colombia 

31 

41 

4 

29 

Czechoslovakia^ 

29 

2^ 

i8c 

9i<^ 

Denmark 

15 

I 

14 

37 

Ecuador 

31 

46^ 

5 

26b 

Egypt 

... 12 

2 

32 

37 

India 

20 

3 

27 

90 

Netherlands 

... 78 

16 


78 

New Zealand 

... 10 

3 

16 

47 

Portugal 

20 

8e 

18 

8oe 

Salvador 

55 

47 

13 

41 

Sweden 

33 

25 

38 

15 

Switzerland 

71 

94 

7 

2 

Uruguay 

36 

23^ 


44f 

Venezuela 

73 

74 

6 

15 

1 Bohemia and Moravia in 1944. 

* August 1944. ^ September 1944. 

^ November 1944. 

c February 1943. 

^ “Other assets.’* 

e July 1944- 


Currency Inflation 

The increase in Government expenditures and the growth of for- 
eign balances have resulted in an increase in the supply of money. 
The expansion of currency and credit is depicted in Diagram 5. 
Table 23 shows the percentage increase in note circulation and sight 
deposits of commercial banks, as compared with July 1939, for the 
latest dates available. Certain countries which, because of lack of 
continuous data, or lack of space, are not covered in the diagram, 
are included in the table. The countries are arranged in order of the 
percentage increase in note circulation. 

The increase in note circulation has been world-wide and ranges 
from 312,422,000% in Greece to 25% in Uruguay. Greece along 
with unoccupied China (for which, however, no data have been made 
public) are at the top of the inflation scale. Italy, southeastern Eu- 
rope, Finland, Iceland, the Middle East, India and Japan fall within 
the range of a 500 to 1000% increase in note circulation, and are 
followed by Germany and western European countries with increases 

1 For the year to year changes, and for other countries, reference should be made 
to Money and Banking 1942I44 from which Table 22 is an extract. 



Table 2^ 

Note Circulation and Commercial Bank Deposits 

Percentage Increase from July 1939 to latest month in 1944 


Country Note Circulation Commercial Bank 

Sight Deposits 


Greece 

Nov. ’44 

312,421,900a 

Aug. *43 

136 

Bulgaria^ 

Sept. ’44 

1,733 

Iceland 

Dec. ’44 

1,210 

Dec. *43 

771b 

Hungary 

Nov. ’44 

1,114 

June *44 

218 

Italy 2 

Dec. ’44 

1,034'' 

Dec. *41 

44 c 

Iraq 

China : Manchuria 

Dec. ’44 

802 

Mar. *44 

1,200 

May ’44 

724 

Dec. *44 

• 

Finland 

Dec. ’44 

619 

377 

Iran 

Dec. ’44 

599 

Sept. *44 

1,150'^ 

Palestine 

Dec. ’44 

579 

Dec. *44 

322 

Japan 

Dec. ’44 

576 

May *44 

219 

Yugoslavia : 

“Croatia” 

Dec. 44 

572 ‘ 

• 

360 

India 

Dec. ’44 

498 

Dec. *44 

Egypt 

Dec. ’44 

489 

Nov. *43 

179" 

Norway 

Dec. ’44 

483 

Dec. *43 

176c 

Roumania 

June ’44 

443 

Feb. *44 

97 

Germany 

Dec. ’44 

435 

Dec. *43 

159'’ 

Czechoslovakia : 

“Bohemia and 

Moravia” 

Dec. ’44 

433 

• 


“Slovakia” 

Dec. ’44 

404® 

• 


Netherlands 

Dec. ’44 

390 

July *44 

150 

Ecuador 

Dec. ’44 

382 

Dec. *44 

June *44 

247 

France 

Dec. ’44 

369^ 

171a 

Turkey 

Dec. ’44 

361 

June *44 

132 

Belgium 

Aug. ’44 

339 

Sept. *44 

170a 

Australia 

Dec. ’44 

322 

Dec. *44 

197 

Canada 

Dec. ’44 

318 

Dec. *44 

230 

Cuba 

Dec. ’44 

312 

Dec. *44 

245 * 

Bolivia 

Dec. ’44 

303 

Dec. *43 

182 

Denmark 

Dec. 

290 

Dec. *44 

323 

Portugal 

Dec. ’44 

261 

July *44 

S17 

United States 

Dec. ’44 

259 

Dec. *44 

lOI 

Peru 

Dec. ’44 

253 

Nov. *44 

262 

Mexico 

Dec. ’44 

225 

Oct. *44 

516 

South Africa 

Dec. *44 

224 

Aug. *44 

180 

Colombia 

Dec. ’44 

224 

Dec. *44 

181 

Chile 

Dec. ’44 

208 

Dec. *44 

112 

Brazil 

Dec. ’44 

201® 

Dec. *43 

169a 

New Zealand 

Dec. ’44 

164 

Dec. *44 

144 

United Kingdom 

Dec. ’44 

160 

Dec. *44 

145 

Sweden 

Dec. ’44 

143 

Dec. *44 

56 

Eire 

Dec. ’44 

136 

Dec. *44 

67 

Argentine 

Dec. ’44 

no 

Dec. *44 

168 

Switzerland 

Dec. ’44 

104 

Sept. *44 

50a 

Venezuela 

Dec. ’44 

79 

Dec. *44 

122 

Uruguay 

Dec. ’44 

34 

Dec. *44 

164 

Spain 

Dec. ’44 

3 i«^ 

June *44 

41 


Percentage increase from: ajune 1934; ** December 1938; c December 1939 ; 
<JJune 1941; ® November 1939; ^ April 1943 (3) ; » December 1941. 


1 National Bank’s circulation outstanding plus Treasury certificates, designed to 
circulate as interest-bearing bank notes, which have been issued since February 1942. 

2 Including issues in northern Italy up to August ist, 1944, and Allied military 
currency. 
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Diagram 5 

Note Circulation and Commercial Bank Deposits 

July 1939 = 100 

A. Note Circulation B. Commercial Bank Deposits 



^ United Kingdom, Union of South Africa : notes in the hands of the public. 

2 Canada : notes : Bank of Canada notes plus Chartered bank notes in the hands of 
the public. 

2 Brazil : base period VI/ 1939. 
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Diagram 5 ( continued ) 


logarithmic SCAte 



1 Mexico, Venezuela : notes : notes and coin in the hands of the public. 

2 Venezuela : notes : June 1939 = 100. 
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Diagram 5 ( continued ) 
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Diagram 5 ( concluded ) 


tOOARlTHMIC SCALL 



1 Germany: deposits: base period XII/1938; curves drawn from end-of-year 
figures. 
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of from 300 to 500%. Australia and Canada, the United States and 
South Africa come next while the United Kingdom, Latin America 
and the European neutrals are at the lower end of the list. 

In some countries the expansion in the volume of money has been 
greater than appears from the table or the diagram. The figures for 
coin and notes issued by Governments are included in the totals only 
for the United Kingdom, the United States and some Latin-Ameri- 
can countries. For most Continental European countries such figures 
are not available, although it is known that the limits on the issue of 
coin and Government notes of small denomination have been raised 
everywhere. “Town currencies’^ have been put. into circulation in 
Italy and in the Balkans. Various devices involving the issue of sup- 
plementary means of payment have been used in order to conceal the 
rise in note circulation. Thus Bulgaria has had recourse since 1942 
to Treasury certificates designed to circulate as interest-bearing bank 
notes. ^ In Roumania Treasury bills, payable to bearer and transfer- 
able without formalities, were put into circulation, though their ac- 
ceptance by private persons was not made compulsory. Another ex- 
pedient, somewhat similar to the “delivery bill” of 1938/39 in Ger- 
many, was adopted in several countries occupied by Germany. The 
procedure consisted in making it compulsory for certain payments to 
be made in short- and medium-term obligations of the national au- 
thorities, and though it was first limited to payments for goods de- 
livered and services rendered to those authorities, it was later ex- 
tended to payments for account of the occupation authorities and for 
exports through the clearing. 

The increase in commercial bank deposits has been much smaller 
than the increase in the note circulation everywhere except in Portu- 
gal and some Latin-American countries. This change in the composi- 
tion of the money supply has occurred not only in countries where 
notes are the chief means of payment (as in Continental Europe and 
Latin America), but also in Anglo-Saxon countries where deposits 
constitute by far the greater part of the total volume of money. In 
a number of Continental European countries, however, measures 
were taken to make payment by cheque obligatory for payments 
above a certain sum. This was done, for instance, in France in Octo- 
ber 1940, in Greece in December 1941, in Bulgaria in April 1942 
and in Germany in January 1943. The purpose of such measures was 
to reduce the note circulation and to obstruct black market operations. 

Within the total volume of commercial bank deposits, there has 
been almost everywhere a marked shift from time and savings de- 
posits to deposits payable on demand. Thus it will be seen that in 
Diagram 5 the dotted line (sight deposits) is well above the broken 

1 The amount in circulation in 1944 was 15,000 million leva against 40,700 million 
leva of notes issued by the National Bank. 
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line (total deposits) and that the spread between the two has tended 
to widen. 

Regulations regarding cover for the note circulation (or note 
circulation and deposits of central banks) have been either suspended 
altogether or else adjusted to the rapid growth in the volume of 
money. Reserve requirements had been abolished in Germany, Italy 
and Greece before the war. They were suspended in France and Den- 
mark at the outbreak of the war, in Belgium in March 1942, and in 
the Netherlands in June 1943 by the German occupation authorities; 
in May 1944 the Belgian Government suspended the reserve require- 
ments with the express intention of enabling the Bank to use its gold 
stock for reconstruction purposes. Elsewhere in Continental Europe 
the reserve requirements have been met by the adoption of a broader 
definition of foreign exchange so as to include Reichsmark balances. 
In Sweden, elasticity was provided by the inclusion of gold held 
abroad in the cover and by the revaluation of the gold at the market 
price for purposes of calculating the reserve ratio. In Canada the 
legal reserve requirements were suspended in 1940, and the gold hold- 
ings of the Bank of Canada were transferred to the Foreign Ex- 
change Control Board in exchange for Government securities. In 
countries where the system of a fixed fiduciary issue is in force, the 
legal limits were raised from time to time. In the United Kingdom, 
the fiduciary issue was increased from £300 million to £580 million 
at the outbreak of the war when the gold holding was transferred to 
the Exchange Equalization Fund, and thirteen subsequent increases 
brought the fiduciary issue to £1,250 million in December 1944. In 
Japan, the distinction between fiduciary and non-fiduciary issues was 
abolished in 1941, and the limit for the total issue was subsequently 
raised on several occasions. In most of the countries which have ac- 
cumulated foreign balances (the Middle East, Latin America, the 
European neutrals, and the British Dominions — with the exception 
of Canada and India) no change was made in reserve requirements, 
and the revised South African Reserve Bank Act of May loth, 1944, 
reimposed the obligation of the Reserve Bank to redeem its notes in 
gold, though immediately after the enactment of the measure this 
obligation was temporarily suspended. In the United States, the re- 
serve ratio of the Federal Reserve Banks fell from a peak of 91% 
in February 1942 to 48.6% in February 1945, l^he lowest point which 
it has reached since March 1933; the legal minimum ratio is 35% 
for deposits and 40% for notes. 

In a number of countries, certain denominations of notes have 
been withdrawn from circulation in order to reduce the amount of 
notes outstanding or to prevent black market transactions, tax eva- 
sion and breaches of exchange control and other regulations. The 
underlying circumstances and the methods of withdrawal have been 
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various. In the United Kingdom, the issue of notes of £io and upwards 
was discontinued in April 1943 ; but the legal status of the outstanding 
notes was not impaired until May ist, 1945. Much more drastic steps 
were taken in the Netherlands. In March 1943, the German authori- 
ties declared invalid and called in all notes of 500 guilder and 1,000 
guilder denominations, which represented about one quarter of the 
total circulation. The holder of notes surrendered received their coun- 
terpart only after payment of taxes due or payable in the current 
year, and in certain cases after enquiries had been made into his 
position. It was officially stated that out of a total of 870 million 
guilders in large notes outstanding, 140 million guilders were not 
surrendered. The net effect of the note withdrawal is visible in Dia- 
gram 5. In Turkey, an attempt to reduce the note circulation was 
combined with the capital levy mentioned above ; but, as may be seen 
in Diagram 5, the decline in the note circulation was of short dura- 
tion. In Finland, the Government threatened in July 1943 to stamp 
notes and to require the surrender of part of them against Govern- 
ment securities; and a similar scheme was actually adopted in Bul- 
garia. 

Measures for combatting the inflation brought about by the Ger- 
man occupation were adopted by Belgium and Greece in October 
1944. In Belgium, all notes of lOO-franc denomination and larger 
had to be surrendered in exchange for new notes. Of these no one 
person could receive more than 2,000 francs, and any balance due to 
him was credited to a blocked account. At the same time all banking 
deposits were blocked except for 10% of the depositor's balance or 
the amount credited to his account on the eve of the German inva- 
sion in May 1940, whichever was the larger, or 1,000 francs per em- 
ployee in the case of business firms. Of the balance, 40 % was to be 
released gradually and the remaining 60% was to be blocked indefi- 
nitely and was liable to a capital levy on excess war profits. As a re- 
sult, out of a note circulation of some 100,000 million francs, 90,000 
million were declared and 28,500 million reissued to the public.^ 
When on January nth, 1945, the National Bank resumed the pub- 
lication of periodic returns, the note circulation was shown at 42,700 
million, the balance between the amount released as a result of the 
note conversion and the amount actually in circulation two months 
later reflecting mainly the needs for Belgian currency by the Allied 
Armies. 

In Greece, new drachma notes were issued early in November 1944 
at aerate of one new drachma for 50,000 million old drachmae. The 
Bank of Greece declared its willingness to exchange old drachmae 

1 The initial conversion of 2,000 francs per head produced 14,500 million francs ; a 
second release made a fortnight after the first amounted to 13,000 million; and the 
balance of about 1,000 million was released for meeting cases of individual hardship* 
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against the new ones at any time and fixed the rate of exchange be- 
tween the new drachma and the pound sterling at 600 drachmae = 
£1. The new currency is covered by gold earmarked in London and 
by foreign exchange. The total of the Bank's earmarked gold and 
foreign exchange reserves is reputed to be £42 million. 

The war-time expansion in the volume of money has in most 
countries been more than proportional to the growth in the volume 
of monetary transactions. In other words, the public has become more 
liquid; the ''velocity of circulation" of the money supply has de- 
clined. As indicated before, this slowing down of the average turn- 
over rate of money has been due in some measure to war-time restric- 
tions on private spending. 

A comparison of the money supply with the national income af- 
fords a rough indication of change in the "income" velocity of money 
— that is, in the rate of turnover of money against final income 
(wages, rents, dividends, interest, etc.). For three countries, such a 
comparison is made in Table 24. In Canada, it will be seen, there 

Table 24 

Supply of Money Compared unth National Income 

A. National Income (at factor cost, excluding indirect taxation). 

B. Note and Coin Circulation outside Banks. 

C. Commercial Bank Sight Deposits. 

D. B plus C as % of A. 

National currencies (ooo,ooo*s) 




1938 

1939 

1940 

1941 

1942 

1943 

1944 

United Kingdom 

A 

4,619 

4,970 

5,913 

6,877 

7,554 

8,079 

8,334 


. B 

463 

478 

525 

608 

769 

933 

1,104 


C 

1,244 

1,252 

1,487 

1,885 

2,148 

2,455 

2,765 


D 

37 

35 

34 

36 

39 

42 

46 

United States 

A 

64,200 

70,800 

77,600 

96,900 

122,200 

149,400 

160,700 


B 

5,417 

6,005 

6,699 

8,204 

10,936 

15,814 

20,881 


C 

24,912 

28,147 

32,790 

38,070 

43,707 

64,087 

79,571 


D 

47 

48 

5^ 

48 

45 

53 

62 

Canada 

A 

4,288 

4,570 

5,391 

6,426 

8,044 

8,724 

9,i86* 


B 

205 

2i6 

287 

386 

523 

688 

835 


C 

784 

888 

1,102 

1,410 

1,688 

2,140 

2,434 


D 

23 

24 

26 

28 

27 

32 

36 


Note: United Kingdom: B and C: Annual averages, C: London Clearing Banks; 
current accounts. United States: B and C: End of June figures. B: Currency out- 
side banks. C : All banks, demand deposits (other than inter-bank) and United States 
Government deposits. Canada: B and C: Annual averages. B: Total active note 
circulation. C : Chartered banks ; demand and Government deposits. 

♦ Provisional. 

has been an almost continuous rise in the ratio of money {i.e., note 
circulation plus demand deposits) to national income. The ratio de- 
clined in the United Kingdom between 1939 and 1940, and in the 
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United States between 1940 and 1942, as the expansion in national 
income was particularly rapid during the e^rly years of war economy. 
Subsequently, the average income velocity of money in both the 
United Kingdom and the United States shows a marked decline, as 
indicated by the rise in the ratio of money supply to national income. 

For the United Kingdom, figures have been published showing the 
ownership of commercial bank deposits (see Table 25).^ 


Table 25 


United Kingdom: Clearing Bank Deposits as Percentage 
of National Income 


Deposits outstanding 
on June 30th 
(000,000’s) 


Deposits as Percentage 
of National Income 
(%) 


1940 1941 1942 1943 1944 

Total deposits 1,507 2,087 2,463 2,886 3,330 

Personal deposits 617 661 704 859 1,032 

Business deposits 890 1,426 1,759 2,027 2,298 


1940 1941 1942 1943 1944 

25.5 303 32.6 35.7 40.0 

10.4 9.6 9.3 10.6 12.4 

15.1 20.7 23.3 25.1 27.6 


From these it appears that ‘'personal'' deposits have not increased 
greatly out of proportion to income; it is the ratio of business 
deposits to income payments that has risen. For the United States, 
a survey of demand deposits at all banks^ shows that personal de- 
posits continued to grow in 1944 while business deposits, which had 
previously been rising, declined slightly. 

The velocity of circulation of bank deposits, unlike that of notes 
and coins, can be roughly gauged by comparing the variations in 
bank deposits with the variations in bank clearings or debits. The 
indices obtained in this way reflect the turnover rate of bank deposits, 
not merely against income payments, but against all monetary trans- 
actions entering into the bank clearing or debit figures. For twenty- 
four countries such indices are given in Diagram 6. They show in most 
cases a marked decline in the velocity of circulation of commercial- 
bank demand deposits. Only for Hungary and Roumania do the 
indices (available up to the end of 1942 and the middle of 1943, 
respectively) show a considerable increase. This is not surprising 
since, in these two countries, government controls were comparatively 
ineffective and prices rose very substantially. The public, if free to 
do so, usually react to an inflation of prices by speeding up the rate 
at which they spend their money. It is a remarkable fact, however, 
that even in countries such as India and Mexico, where an infla- 
tionary rise in prices occurred, the turnover-rate of bank deposits 

1 “An Analysis of the Sources of War Finance and Estimates of the National In- 
come and Expenditure in the Years 1938-1943.” Cmd. 6520. For 1944, Cmd. 6623. 

^ Federal Reserve Bulletin^ April 1945. 
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Diagram 6 

Velocity of Circulation of Commercial Bank Deposits^ 

1938 = 100 



®For the United States, the index shown is that compiled by the Federal Re- 
serve Bank of New York, showing the velocity of circulation of demand deposits 
outside New York City. The figures for New York City are very largely influenced 
by stock exchange transactions. 

1 For deposits, June 1939 ~ 100* 

2 Total deposits within Ireland. 

8 Second half 1941 = 100. 
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declined below the pre-war level, as it did in most of the other 
countries included in Diagram 6. 

The changes in the supply of money and in prices in the course of 
the five years of the present war and in the First World War are 
shown in Diagram 7. The diagram allows us to make a rough and 
very tentative comparison between the changes in the supply of 
money and prices in the two wars. The curves of note circulation 
show that Greece and Italy (apart from China, for which no recent 
figures have been made public) are the only countries where the de- 
gree of inflation was much greater in 1939-1944 than in 1914-1919. 
In the United States, Canada, New Zealand, India, Japan, the Neth- 
erlands, Norway, the Argentine, Brazil and Chile, the range of in- 
dices of the currency circulation in the present war is somewhat 
higher than in the last one; in France and in the United Kingdom 
(and also in Denmark, which is not represented in the diagram) 
the relative expansion was about the same in the two wars. In all 
the other countries covered by the diagram the expansion has been 
considerably less in the present war than it was in the last. The in- 
crease in commercial bank sight deposits also proceeded at a slower 
rate and was smaller in magnitude in 1939-44 than in 19 14-19. 
The United States, Australia and Canada are the only countries with 
higher increases this time than last ; in the United Kingdom the ex- 
pansion was about the same in both wars. A similar difference may 
be noticed in price movements : in the fifth year of the present war 
the official price index in all countries except Greece and China, and 
some Middle Eastern countries, was lower in relation to the pre-war 
level than it was in 1919; and whereas in the First World War the 
expansion of the note circulation was accompanied by price changes 
of comparable magnitude, the present increase in circulation has, 
in most countries, been appreciably greater than the rise in prices. 

Interest Rates and Security Prices 

A characteristic feature of the financial side of the present war is 
the low level of interest rates. In almost all countries the cheap- 
money policies of the period before the war were continued, and 
Governments borrowed their huge requirements of funds at interest 
rates which were held down by a variety of controls and in a market 
that was becoming increasingly liquid as the result of monetary ex- 
pansion. It will be seen from Diagram 8 that long-term interest 
rates, as reflected in the yield of government bonds, have declined 
almost without interruption in a large number of countries; short- 
term interest rates, though frequently controlled by agreements among 
banks, have also shown a continual downward tendency, while the 
spread between short- and long-term rates has been narrowed. There 
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Diagram 7 

Supply of Money and Movement of Prices 
in IP14-IP and ipjp-44 
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Diagram 7 (concluded) 



Note; Gold coins outstanding in 1913 which had been withdrawn from circulation 
after the outbreak of the war have been taken into account in estimating the mone- 
tary supply in 1913. 


were no changes in central-bank discount rates in 1943; in 1944 and 
at the beginning of 1945 several reductions were made: in Portugal 
from 3 to 2^% on January 12th, 1944, in Canada from 234 to 
134 % on February 8 th, 1944, in Italy from 434 to 4% on Septem- 
ber nth, 1944, in Belgium from 2 to i 34 % on January i6th, 1945, 
in France from to on January 20th, 1945, in Sweden 

from 3 to 234% on February 9th, 1945. The new French discount 
rate is the lowest since the foundation of the Bank of France ; a dis- 
count rate of 234% has only once before been in force in Sweden, 
namely, from December ist, 1933 to April ist, 1935. The Bank of 
Greece raised its discount rate early in December 1944 from 6 to 
11%. 

Italy has been one of the principal exceptions to this world-wide 
tendency towards falling interest rates. The longer-term borrowing 
of the Italian Government has mostly taken the form of S% tax- 
free nine-year Treasury bonds issued at 9734 and yielding 5.93%, 
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Diagram 8 

Bond Yields and Money Rates 
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including prizes. An attempt was made in September 1942 to borrow 
at 4% at an issue price of 92 (giving an effective yield, including 
prizes, of 5.68%), but it proved necessary to revert to the previous 
terms of borrowing in 1943. Other countries whose interest rates 
have remained high are Roumania, where Government bonds still 
yield over 7%, Hungary where they yield over 6%, Finland, and 
some Latin- American countries (Chile with over 8%, Colombia with 
almost 7%, and Uruguay with almost 5%).^ In the U.S.S.R., war 
loans with a 20-year maturity carry interest at 2% or bear no interest 
at all, but entitle the holder to participation in the drawing of prizes. 

In a number of countries maximum rates for bank interest have 
been fixed by the Government or other authorities. Thus in Australia, 
under the National Security Regulations, maximum rates were estab- 
lished by the Commonwealth Bank in 1942. The rates were lowered 
in January 1944 and again in August 1944 in order to induce the 
public to invest in Government bonds rather than to keep savings 
deposits. Only in Italy, and some countries in southeastern Europe, 
have the rates of interest paid on deposits been increased in recent 
years. The Bank of Italy raised the rate on savings deposits from 
lYi to 3% in March 1943. 

Changes in the market value of industrial shares are shown for 
a number of countries in Diagram 9 ; and the percentage change in 
1939-1944 and in 1944 is given in Table 26. It will be seen that, 
disregarding Japan, where a rigid control prevented any rise, Canada 
is the only country where share prices are still below the pre-war 
level. Southeastern Europe, the western European countries that were 
occupied by Germany, and Mexico, are the areas where the inflation 
of security values has been most extreme. But the turnover on stock 
exchanges in the European areas fell to a fraction of the pre-war 
volume, and quotations in ‘‘underground^’ markets rose even more 
than the official price indices. Greece is not shown because of the 
lack of data, but price quotations for individual shares rose to sev- 
eral hundred thousand times their pre-war level. 

When inflation is anticipated, it is usually reflected in the move- 
ment of stock prices, and it is interesting, therefore, to consider the 
increase in share values against the background of the movement of 
commodity price levels and the cost of living. A comparison with 
the movement of price indices (see Chapter V) shows that in the 
United Kingdom, the British Dominions, Sweden and Switzerland, 
the rise in share prices was smaller than the increase in wholesale 
prices. New Zealand is the only country in this group where security 
values rose more than the cost of living. In the United Kingdom and 
in Australia the increase in the two indices was about equal. In 

^ For countries not covered by Diagram 8, see League of Nations Monthly 
Bulletin of Statistics^ Money Market Rates and Percentage Yield of Bonds. 
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Diagram p 

Movement of Market Valiie of Industrial Shares 
Jan. -June 1939 = loo^ 



1 India: base period VIII/1939. 
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Diagram g ( concluded ) 



France: base period 1938. 
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Table 26 

Prices of Industrial Shares 
A : Percentage change from January- June 1939 to December 1944 


B : Percentage changes during 

last twelve months 



Country 

A 

B 

Country 

A 

B 

France 

+423“ 

— 2 ^ 

Venezuela 

. 441 

4 5 

Mexico 

+350 

— 7 

Peru 

44 od 

4 - 2d 

Hungary 

+ 293 ^ 

— 19b 

Uruguay 

. +38* 

+ 25 ' 

Belgium 

+ 255 “ 

-f- 2® 

New Zealand 

430 

+ 3 

India 

+143' 

+25® 

Sweden 

4 - 26 k 

4 108 

Netherlands .... 


— 3 ** 

Ireland 

423 

4 7 

Portugal 

+ 102C 

429® 

Australia 

. 4 i 5 *f 

4 28 

Finland 

4 * 76 

— I 

United States 

. 4 i 5 

4 i 4 

Germany 

+ 58^ 

4 Id 

Chile 

. — 3 « 

—118 

United Kingdom . 

+ 42 

4 14 

Switzerland 

.. -.8 

0 

Colombia 

4 42® 

+21® 

Japan 

.. — 9® 

— 10® 

Denmark 

4 41 

— 3 

Canada 

— II 

+ 7 


Percentage change to: » April 1944. *>June 1944. ‘^August 1944. ^July 1944. 
® September 1944. ^ October 1944. « November 1944. 


western and southeastern Europe, on the other hand, security values 
rose further than the official indices of prices and the cost of living, 
and the yield of shares in these countries fell below the yield on 
Government bonds. 

In Germany and German-occupied countries, dealings in shares 
were gradually made subject to more and more strict controls. At 
first, stress was laid on indirect measures, such as taxes on profits 
and capital gains and the limitation of dividends, but from 1940 
onwards more drastic steps were taken with a view to controlling not 
only quotations, but also the turnover and the entire market activity. 
These included the abolition of forward dealings ; the concentration 
of all dealings on the official market (1941 and 1942) ; the registra- 
tion of shares (1941 and 1942) ; the fixing first of ‘‘guiding’' quota- 
tions for leading shares (1942), and later of “stop” rates above 
which quotations were forbidden (1943) ; the rationing of purchases 
(1942); and the compulsory declaration of security holdings and 
their sale, as and when required by the Government, for Treasury 
bonds that were blocked for the duration of the war. As a rule, meas- 
ures taken in Berlin were extended to Vienna and Prague, and in 
modified form to Amsterdam, Brussels and Paris; some time later, 
similar measures were taken in Milan, Budapest and Bucharest. As 
a result of the increasingly rigid controls, the volume of transactions 
fell to negligible amounts. 

It may be added that transfers and prices of real estate have also 
been made subject to control in a number of Continental European 
countries, including Denmark, France, Germany and Italy and the 
Balkans, and also in Australia. 
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Currencies of Liberated Countries 

The exchange rates between the currencies of the liberated coun- 
tries of western Europe and the pound sterling and the dollar have 
been fixed below those existing before the war. At first, the new 
rates of exchange were fixed tentatively for the purpose of convert- 
ing the Allied currencies into the local currencies of the liberated 
territories. In October 1944, however, the United Kingdom con- 
cluded monetary agreements with Belgium and the Netherlands, for- 
mally endorsing the provisional exchange rates, and providing that 
these ‘‘official rates” should not be varied by either uf the contracting 
Governments except after consultation with the other. Similarly, the 
Anglo-French Financial agreement of March 27th, 1945 provided 
that the existing rate of exchange may only be modified after mutual 
consultation. 

The accompanying statement shows the new rates, together with 
those which prevailed prior to the suspension of trading in the cur- 
rencies concerned in May and June 1940: 


Equivalent of £ or 

$ in currency unit of; New Rate Old Rate 

£ $ £ $ 

Belgium 176.62 43.77 123.00 29.60 

France 200.00 50.00 176.50 43.80 

Netherlands 10.69 2.65 7.60 1.88 


As compared with the 1940 level, the new rates for the Belgian franc 
and the Dutch guilder represent a depreciation of slightly over 30% 
and that for the French franc a depreciation of about 12%. The 
old rate for the French franc had been formally recognized in the 
Anglo-French Financial Agreement of December 4th, 1939, and was 
applied after June 1940 in the Free French territories of Equatorial 
Africa, in Oceania, in French establishments in India, and later also 
in Syria and Lebanon. A rate as high as 300 francs to the £ (75 
francs to the $) was fixed in November 1942 in French North 
Africa, but it soon proved necessary to alter it, and in February 1943 
it was reduced to 200 francs to the £ (50 francs to the $). The new 
Belgian rate gives a lower value to the Belgian franc than that which 
prevailed immediately before Belgium was invaded in 1940. It is, 
however, identical with the rate fixed in June 1940 for the Belgian 
Congo franc. The Dutch rate, on the other hand, is higher than the 
rate of 7.60 guilders = £i at which the Dutch West Indies and 
(prior to the Japanese occupation) the Dutch East Indies currency 
was pegged to sterling. The new rate of 10.69 guilders is the cross- 
rate obtained on the basis of the exchange rate of i guilder = 16.52 
Belgian francs which was fixed in the Belgo-Dutch monetary agree- 
ment of October 21st, 1943. 

Under this agreement, which was followed in September 1944 by 
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another agreement intended to prepare the way for a permanent and 
complete Customs Union, the two countries arranged to put enough 
funds at each others’ disposal to prevent payments between the franc 
and guilder areas from being impeded by a shortage of guilders in 
the one or francs in the other. Similarly, the Anglo-Belgian and 
Anglo-Dutch agreements of October 1944, the Franco-Belgian agree- 
ment of February 1945, and the Anglo-French agreement of March 
1945 set up machinery for settling payments between the respective 
monetary areas and provided for overdraft facilities in respect of 
their mutual payments up to a certain maximum ; no such limit, how- 
ever, has been set in the Anglo-Swedish agreement of March 6th, 
1945. The agreements, while bilateral in form, were specifically stated 
to be open to the accession of other countries. 

In Greece, a new relationship between the drachma and the pound 
sterling was fixed on November nth, 1944 as part of the currency 
reform mentioned earlier. The parity for the pound sterling was 
fixed at 600 drachmae === £i (the rate in 1940 was 530 drachmae). 
In the early phases of liberation, the pound notes issued by the British 
Military Authority were exchanged at varying rates which were 
driven up to thirty trillion drachmae for one pound before the stabil- 
ization of the drachma. It may be added that the Greek authorities 
fixed the drachma value of the gold sovereign at four times that of 
the pound note. This corresponds to double the London price of the 
sovereign. 

In Belgium, the Netherlands, France (after the completion of the 
initial military operations) and in Greece, local notes were supplied 
to the Allied forces by the national authorities in the countries con- 
cerned.^ A similar procedure was followed in the parts of Czecho- 
slovakia that were liberated by the Russian armies. The pre-war par- 
ity of 100 Czechoslovak crowns to 18 roubles is still in force. In Po- 
land, a new National Bank was established with a temporary seat at 
Lublin and early in January 1945 the notes of the ‘Tssue Bank in 
Cracow,” set up by the German occupation authorities, were with- 
drawn from circulation.^ ‘‘Cracow notes” up to 500 zlotys per person 
were exchanged at par against the new ones, while amounts in ex- 
cess of 500 zlotys were blocked, together with all bank deposits, with 
exceptions provided for business, governmental organizations, wel- 

1 In France, the so-called Tricolor notes, printed in the United States and used in 
the initial stages of the invasion, were almost completely withdrawn in the second 
half of 1944; both these notes (5,400 million francs in December 1944) and the notes 
evacuated to England in 1940 and used by the Allies in the course of military 
operations (6,982 million francs) are included in the French note circulation as 
shown in Table 23 (together with 4,200 million appropriated by the Free French 
for the needs of the Resistance movement) . 

2 In a despatch from Lublin to the New York Times, January loth, 1945/ the zloty 
notes printed by the German occupation authorities were stated to amount to 15,000 
million. 
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fare institutions, etc. The rate of exchange between the new zloty 
and the rouble was fixed at one to one. 

In the Philippines, a new issue of Philippine currency was put 
into circulation in November 1944, the pre-war exchange rate of 
two pesos to one dollar being maintained. 

In the central Pacific, the invading American forces brought with 
them for their own use and for the use of the local inhabitants the 
‘‘Hawaiian dollar.’’ This currency was first issued in July 194^, when 
a threat to Hawaii still existed. It consisted of silver certificates and 
Federal Reserve notes bearing the overprint “Hawaii” and replaced 
the currency previously in circulation, which was withdrawn. The 
new currency was later used also in the reconquered islands of the 
central Pacific. The rate of exchange is 20 Japanese military yen to 
one dollar (against 4.27 yen to the $ before the war). However, a 
rate of 10 yen to the dollar was established for Japan proper in March 
1945, when American forces invaded the Ryukyu Islands. 

In Germany, Allied occupation marks, circulating at par with the 
Reichsmark, have been issued at the rate of 40 marks to the f or 10 
marks to the $, “for the purpose of computing the pay of troops.” 
This rate represents one-fourth of the pre-war official quotation, but 
most transactions were conducted before the war at much lower rates, 
which depreciated further during the war. 

On the basis of the official exchange relationships fixed between 
the French franc, the £ and the $, the value of the Reichsmark in 
terms of the franc would be i mark to 5 francs ; but a special ex- 
change rate of 15 francs was granted to the residents of Alsace-Lor- 
raine. For amounts which could be proved to have been held prior to 
1940 an exchange rate of 20 francs was accorded. This concession 
was made in order to enable the population to reconvert Reichsmark 
holdings into francs on about the same basis as was fixed by the Ger- 
man authorities in 1940. In fact, however, only cash holdings could 
be converted, because the books of the banks had been removed by 
: 4 'he Germans. In Luxemburg, where the Reichsmark had circulated as 
sole legal tender since 1941, the German currency was exchanged at 
the rate of i mark to 10 Luxemburg francs for amounts up to 100 
marks for each household, higher amounts being converted at 5 
francs. Old Belgian and Luxemburg notes had also to be declared. 
Cash exchanges were limited to 2,000 francs per person, the re- 
mainder being blocked provisionally. Book claims in existence before 
the incorporation of Luxemburg into the German monetary system 
in 1941 were converted at par, and those which arose later at 5 
francs, quadrupling the public debt of Luxemburg. 

In Italy, the rate was fixed in July 1943 at 400 lire to the f 
(100 lire to the $), after being reduced from the rate of 480 lire to 
the £ which had been applied in Italian colonies since January 1943. 



224 


The new rate represented about a fourth of the nominal pre-war value 
of the currency, but, as in the case of Germany, the unofficial rates 
were much lower than the official/ An announcement made by the 
President of the United States in October 1944 stated that the United 
States Government would make available to the Italian Government 
the dollar equivalent of the military lire issued in Italy as pay to U.S. 
troops/ In Roumania, the exchange rate was fixed in July 1944 at 
100 lei to the rouble. Four years earlier (August 1940) when the 
U.S.S.R. occupied Bessarabia and Bukovina, lei were exchanged at 
the rate of 100 lei for 2.50 roubles, and the following year, when 
Roumania occupied Russian territories, the value given to the leu was 
one rouble. This is a striking illustration of the rapid changes through 
which some parts of Europe have passed in recent years. In Bulgaria, 
the rouble-leva rate was fixed at i rouble to 1 5 leva. 

^For the values of the various types of marks and lire from 1938 to September 
1944, see Money and Banking 1^42/44, Table i. ^ 

2 According to a statement by the Italian Minister of Finance, reported in the 
New York Times of April 4th, 1945, Allied occupation lire amounted to 52,000 
million at the end of December 1944 ; in addition, the circulation in Italy, excluding 
the German-held territory, was stated to amount to 176,000 million. An over-all total 
for both parts of the country was estimated at 260,000 million, excluding Allied 
military lire. 
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PRICE MOVEMENTS AND PRICE CONTROL 
Price Movements 

Prices conftnued to increase almost everywhere in 1943 and 1944, 
though at a slower rate than during the period prior to the middle of 
1942. The rate of increase varied considerably from area to area. In 
Table i three areas are distinguished : Europe, the Middle East and 
India, and the rest of the world. Within each of the three groups the 
countries are arranged in order of the rate at which their price levels 
rose during 1943. For the monthly movement of price indices from 
the beginning of the war up to 1944, reference should be made to 
Diagram i, pages 227-229. 

In considering price movements in the various countries, it is impor- 
tant to keep in mind that the changes brought about by the war have 
in some cases affected the reliability or representativeness of the in- 
dices, making it exceedingly difficult to analyze price fluctuations on 
the basis of the published wholesale-price and cost-of-living indices. 
This is so for several reasons. First, since price indices are based on 
official price quotations, they are not truly representative of the actual 
prices paid in countries where a considerable proportion of the market 
transactions goes through the black market. Secondly, quality deterio- 
ration is seldom adequately reflected in the indices. Thirdly, since cost- 
of-living indices are widely used as a basis for wage adjustments, they 
are sometimes subject to special measures aimed at stabilizing them. 
Thus in some countries the government keeps the index from rising by 
subsidizing only those commodities which enter into the index, while 
allowing the prices of other commodities not covered by the index to 
rise. Similarly, if the weights of commodities which are components of 
the index are reduced in accordance with changes in rationing, it may 
happen that a cost-of-living index remains stable in spite of the fact 
that prices are rising. 

In the United Kingdom, Scandinavia and Central Europe, the 
application of rigid price-control measures brought price movements, 
as reflected in the indices, to a virtual standstill. 

In eastern and southern Europe prices continued to rise during 
1943 and 1944. In Italy, Yugoslavia, and above all, Greece, the rate 
of increase in prices assumed the character of a full-fledged inflation. 
Statistical data of the price movements in these countries are scarce, 
since indices are no longer published. 

No official indices of wholesale prices and the cost of living are 
published in France, but an unofficial calculation based exclusively on 
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Table i 


Percentage Increase or Decrease ( — ) in Wholesale Prices in Certain 
Countries {December to December) 


I, Europe 

1942 

1943 1944 

11. Middle East and India 

1942 1943 

1944 

Sweden 

9 

0 

0 

Turkey 

134 - 

-II 

•~ 3 ® 

Denmark 

2 

I 

2 

Palestine 

34 

13 

3 

United Kingdom 

4 

I 

2 

Egypt 

38 

17 

13 

Germany 

2 

I 

2a 

Syria (Beirut) 

57 * 

18 

21 

Norway 

3 

I 

I 

Iraq 

102 

19 

—18 

Switzerland 

8 

2 

0 

India 

54 

27 

0 

Spain 

12 

7 

6i> 

Iran 

109 

34 

0 

Finland 

25 

12 

8 





Bulgaria 

20 

IS"" 

, 

III. Other Countries 




Portugal 

Hungary 

19 

16 

22 

S2d 

9 

Australia 

United States 

12 

7 

1 

2 

I 

I 





Chile 

23 

2 

10 





Venezuela 

12 

3 

12 





Union of South Africa 

13 

5 

I 





Costa Rica 

41 

5 

II 

a December iQ43-November 1044 

New Zealand 

7 

6 

I 

b December 1943-October 1944 


Canada 

4 

6 

0 

^ December 1942- August 1943 


Argentine 

13 

6 

6 

^ December 1942-October 1943 


Japan 

3 

9 

12^ 

« December 1943-September 1944 

Peru 

18 

10 

I 

^January 1942-December 1942 


Mexico 

8 

27 

22 

K April 1942-December 1942 


China (Chungking) 

rSe 

169 

148a 


official price quotations is available/ The increase in prices since the 
beginning of the war is shown in Table 2, page 230. 

The table shows that wholesale prices in France increased at a 
decreasing rate while the cost of living increased at an increasing rate. 
In each year from 1940 to 1943 the percentage rise in the cost of living 
was greater than in the preceding year. During the first four months 
of 1944 the cost-of-living index was rising at an annual rate of about 
24%. It is difficult to estimate how large a proportion of foodstuffs 
and other commodities were obtained at black market prices, but 
various French estimates, which include prices for goods bought in 
the black market, indicate that the rise in the cost of living may have 
been almost double that indicated by the index based on the controlled 
prices alone. The upward movement of prices seems to have continued 
even after the liberation of France. In October 1944 the price of wheat 
was raised from 410 francs to 450 francs per 100 kilos, and the price 
of bread from 3.60 francs to 4.90 francs per kilo.^ At the end of 
1944 the cost of living, on the basis of official prices, was about three 
times — and on the basis of both official and black market prices, about 
six times — as high as before the war. 

1 Calculated by, and published in, La conjoncture Sconomique et financUre. The in- 
dices are based on the controlled wholesale and retail prices as given in Statistique 
genirale de la France. 

2 The Economist (London), October 14th, 1944. 
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Diagram i 

Wholesale Prices and Cost of Living 

First half of 1939 = 100 

LOQAHtTHMeTIC SCALE 



I. Mexico: cost of living: excluding rent. 2. New Zealand: cost of living: wartime 
index : 15/XII/42 = 100. 3. Venezuela : cost of living : foodstuffs, coal and soap only. 
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Diagram i (continued) 
Wholesale Prices and Cost of Living 
First half of 1939 = 100 


LOOAMfTHMCTIC SCALE 



I. Iraq: wholesale prices: XII/1938-VIII/1939 = 100. 2. Syria: wholesale prices: 
VI/1939 = 100. 3. Palestine: cost of living (old index) : excluding clothing and 
rent. 4. Palestine : cost of living (new index) : I/1942 = lOO. 









— 229 — 


Diagram i ( concluded ) 
Wholesale Prices and Cost of Living 
First half of 1939 = 100 



I. Turkey: wholesale prices and cost of living: 1938 = 100. 2. Bulgaria: cost of 
living : 1939 = 100. 3. Spain : cost of living : VII/1939 = 100. 4. Portugal : cost of 
living : excluding clothing and rent. 
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Table 2 

France: Price Indices 

(based on official prices only) 

August 1939 = 100 

1939 1940 1941 1942 1943 1944 

Dec. Dec. Dec. Dec. Dec. April 

Wholesale prices 126 157 190 227 261 270 

Year-to-year % increase — 25 21 20 15 — 

Cost of living iii 130 154 184 237 256 

Year-to-year % increase — 17 18 20 29 — 

In Italy, it has been estimated^ that the purchasing power of the 
lira fell from a base figure of 100 in 1935 to 25 or less in 1943. A 
general price and wage stop was decreed at the outbreak of the war, 
but prices continued nevertheless to rise, with wages lagging far 
behind. Since the Armistice, conditions have deteriorated still further. 
For northern Italy only scattered information is available. The strikes 
for wage adjustments to the increased cost of living, and the devalua- 
tion of the lira in terms of marks by the German Government are 
probably indicative, however, of rapidly rising prices. In southern 
Italy the inflation of prices has been very serious. The bad harvest in 
1943, the systematic destruction by the retreating Germans of all 
kinds of stocks and supplies, the breakdown of the railway system as 
the result of lack of coal and electric power, and the large volume of 
spending by Allied troops are among the causes. In a survey made by 
the Chamber of Labour in Rome, it is estimated that in June 1944 the 
cost of living of a typical working-class family in that city was 649% 
above the level of November 1940.^ For the period between November 
1943 and June 1944, it was calculated that the cost of living rose by 
more than 80%. 

In southeastern Europe price movements were greatly influenced by 
the disequilibrium in the balance of trade between Germany and the 
satellite countries. Germany was increasingly unable to pay for her 
imports with exports of manufactured articles. The usual procedure 
was for the national banks to pay out local currency to exporters 
against the assets represented by their claims on Germany. These 
assets could not be used to finance imports and were, for all practical 
purposes, blocked. The process of advancing funds to the exporters 
increased the volume of money in the exporting country, while the 
volume of goods available for consumption declined. 

In Hungary wholesale prices increased by 52% from December 
1942 to October 1943. At the beginning of July 1943 the Government 

1 By the Italian economist, Einaudi, in an article published in the Stampa of Turin. 
(Quoted by the Agence Econontique et Financi^re, August 31st, 1943.) 

^ The New York Times, July i6th, 1944, page 17. 
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established a comprehensive system of price and wage control, and 
imposed the compulsory delivery of agricultural products on the basis 
of a system of fixed quotas. As a concession to the farmers, and in 
order to ensure satisfactory deliveries to the markets, a price rise of 
about 30% for wheat and other agricultural commodities was de- 
creed. As a consequence of these price increases, wage increases of 
comparable magnitude were also granted by the Government. 

Next to Hungary, Bulgaria was the country in southeastern Europe 
which showed the greatest increase in wholesale prices during 1943. 
Prices rose by 20% from December 1941 to December 1942, and by 
15% from December 1942 to August 1943. 

Unofficial estimates^ indicate that the index of retail prices in Rou- 
mania rose from 100 in August 1939 to 31 1 in September 1942 and to 
457 in September 1943. This means a rise of 47% during the year 
September I942--September 1943. However, the fortunate occurrence 
in 1943 of a harvest which was said to have been the best in fifty years, 
probably served to arrest the upward movement of prices, at least for 
the following few months. It is reported that the record cereal harvest 
and the scarcity of storage space induced Roumanian farmers to sell 
their products even below the official prices,^ a phenomenon which was 
otherwise unheard of in wartime Europe. 

There is no index available to measure the enormous inflation of 
prices in Greece. Figures for the expansion of the note circulation, as 
shown in the preceding chapter, indicate a degree of inflation which is 
unsurpassed in any other European country. The movement of prices 
for important food products is shown by the following figures 

Table j 


Greece: Prices of Food Products 
Oct. 1940 Aug. 1943 

(in drachmae) 
Dec, 1943 

June 1944 

Bread Oka (2^ lbs.) 

10 

7,000 

34,000 

2,000,000 

Potatoes “ 

6 

7,500 

28,000 

2,000,000 

Flour 

12 

14,000 

38,000 

Sugar 

19 

24,000 

110,000 


Eggs (unit price) 

2 

1,800 

10,000 


Meat Oka 

50 

3,600 

160,000 

8,000,000 

Milk 

10 

7,000 

30,000 


The adjustments made from time to time in the effective exchange 
rate between Greece and Germany did not correspond with the infla- 
tion of prices in Greece. In order to maintain trade relations under 
such conditions, a German-Greek Commodity Equalization Company 
was created with the pufpose of equalizing import and export prices 

1 Published in the Sudost-Ecommisty November 26th, 1943. 

^ Sudost-Econonfist, October 15th, 1943. 

® See Nachrichten fiir Aussenhandel, December 17th, 1943 and later issues. 
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by imposing import levies and using the proceeds for making pay- 
ments to the Greek exporters. Germany's exchange rates with the 
other Balkan countries were kept unchanged, and the rise in prices in 
these countries created difficulties similar to those encountered in 
Greece. A more complete discussion of the interrelations between price 
movements and foreign trade is given in the chapter on International 
Trade. 

In some parts of southeastern Europe money lost much of its im- 
portance as a means of payment. This fact was officially acknowledged 
in Croatia, where the Chamber of Industry elaborated a complicated 
scheme of barter trade.^ Farmers who delivered agricultural products 
in excess of their compulsory quotas were paid by the State in kind 
(in salt, tobacco, cigars, cigarettes and matches). 

In the Middle East and India the inflation has been of dimensions 
that were reached in few other countries. In Syria (Beirut) wholesale 
prices rose by 800% from July 1939 to December 1943, but the rate 
of increase slowed down considerably in 1943. In Iraq prices increased 
by almost 600% between the first half of 1939 and the end of 1943. 
The Turkish index increased by about the same percentage up to June 

1943, when it reached its peak. During the subsequent six months it 
declined, and in December 1943 the index of wholesale prices in 
Istanbul was actually 11% lower than a year earlier. In Iran prices in 
December 1943 were 406% above the pre-war average (January to 
June 1939). In Palestine prices more than trebled over the same 
period. In India the .upward movement of prices continued until 
September 1943, when they reached a level 253% above the aver- 
age for the first half of 1939. During the following three months, 
however, the index declined by 14%. Such data as are available indi- 
cate that in most Middle-Eastern countries prices during 1944 did not 
rise very much above the level reached at the end of 1943 and in some 
cases they declined. Only in Syria (Beirut) did wholesale prices show 
a greater rise in 1944 than in 1943. 

The conditions which led to inflation in the Middle East do not 
differ essentially from those which disturbed the economic equilibrium 
of India. Italy's entry into the war in 1940 cut the shortest supply 
route. The high rate of sinking of merchant ships during 1941 and 
1942 further complicated the transport situation. Wartime expendi- 
tures increased employment and wage incomes, thus bringing about 
additional pressure on the shrinking food supplies. In addition, there 
was heavy spending by the Allied Governments, and the extra pur- 
chasing power thus released was not counterbalanced by increased 
imports, nor was it absorbed by taxation. 

The consequences of the disturbance in economic equilibrium were 

^Deutsche Adriazeitung , as quoted by the Neue ZUrcher Zeitung of April 4th, 

1944. 
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particularly serious in areas where large parts of the population are 
living at or near the subsistence level. In the Middle East, shortages 
developed into conditions close to famine. In certain parts of India, 
where food prices were pushed up by the cutting off of rice imports 
from Burma, the situation was even more serious than in the Middle 
East. Peasants who were living on a very poor diet before the war met 
with great difficulties in obtaining manufactured goods ; their incen- 
tive to sell their food produce was thus reduced ; and they retained 
more of it for their own consumption or for hoarding. 

From the second half of 1943 onwards there was, however, a 
marked improvement in the whole Middle-Eastern and Indian situa- 
tion. In the first place, the changing course of the war caused troops 
to be shifted from the Near East to other theatres. Thus, Allied Gov- 
ernment expenditures and spending by soldiers in the Middle East,, 
though not in India, were substantially reduced. In the second place, 
the reopening to Allied shipping of the Mediterranean, together with 
the increased number of ships available, eased the supply problem both 
in the Middle East and in India. In the third place, price controls were 
tightened up. In India, price control, along with policies for forcing 
supplies of goods onto the market, resulted in price reductions. The 
example of the ‘'cotton cloth contror' may be cited.^ After the fixing 
of maximum prices in June 1943, all supplies in the hands of mer- 
chants had to be stamped with the fixed price and the date of manufac- 
ture. All unstamped cloth had to be sold before January i, 1944, under 
penalty of confiscation or heavy fines. In this way, the Government 
succeeded in forcing onto the market a large quantity of cotton cloth 
which had previously been hoarded by the merchants. 

In the Latin-American countries, the upward movement of prices 
was largely the consequence of a shortage of commodities resulting 
from increased exports of primary goods and reduced imports of 
manufactured articles. This shortage of goods could only to a limited 
extent be met by an expansion of domestic production because of lack 
of the necessary equipment, and the difficulty, under wartime condi- 
tions, of obtaining it from the industrial nations. 

In most of the Latin-American countries prices increased less in 
1943 and 1944 than in 1942. An important factor in retarding the 
general upward movement of prices was the stabilization, and in some 
cases reduction, of prices for imported goods. This came about partly 
as a consequence of price-control measures in the leading industrial 
countries, which prevented the prices of their export goods from ris- 
ing, and partly as a consequence of a decline in transport costs as the 
improved shipping situation led to the reduction of war-risk insurance 
rates. 

Wholesale prices in Peru rose by only 10% during 1943, as com- 
1 Cf, The Economist (London), July 8th, 1944, page 51. 
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pared with i8% in 1942. Most of the increase in 1943 occurred during 
the first half of the year. During 1944 prices rose by only 1.4%. This 
was in large part due to the slowing-up in the increase of the prices of 
imported goods. The latter were more or less stable from August 
1943 to May 1944. 

There were, however, some important exceptions to the slowing-up 
of the price increase. In Mexico wholesale prices rose at an accelerated 
rate in 1943. Whereas the index had risen by only 9% in 1942, it rose 
by 26% in 1943, and in 1944 it increased by another 22%. The con- 
tinuation of the rise seems to be due mostly to domestic factors, for 
prices of imported goods kept the level they had reached during the 
early part of 1942, and from April 1943 to March 1944 the value of 
total imports exceeded that of exports. 

For several of the South-American countries only cost-of-living 
indices are available. Their movements were as follows: 


Percentage Increase in Cost-of -Living Index 

Dec. 1941 -Dec. 1942 Dec. 1942-Dec. 1943 Dec. 1943-Dec. 1944 


Brazil 

17 

5 

14 

Bolivia ^ 

29 

8 

8 

Colombia 

II 

19 

19 

Uruguay 

4 

2 

10 


In the British Dominions wholesale prices showed little variation 
during 1943. Except in Canada, where prices advanced by 6 % in 
1943, as compared with 4% in 1942, the upward movement of prices 
had slowed down considerably. It came to an almost complete halt 
during 1944, when wholesale prices in Canada, the Union of South 
Africa, Australia and New Zealand remained at practically the De- 
cember 1943 level. 

In China prices continued their inflationary rise, and it is estimated 
that in November 1944 they had reached a level 519 times that of the 
first half of 1937.^ During the first eleven months of 1944 they rose 
at an annual rate of 162 % , or at about the same rate as during 1943. 

In Japan the official index of wholesale prices increased by 9% in 
1943, as compared with only 3 % in 1942. In the first ten months of 
1944 there was a further rise by 12%. The increased pace of the up- 
ward movement is largely accounted for by the substantial rise in 
cereal prices. The Government raised the officially-fixed prices for 
cereals by about 30%, on the average, in order to stimulate agricul- 
tural production after the poor harvest of 1943. 

1 According to an index published by Chungking Institute of Wartime Economics. 
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Diagram 2 

China: Wholesale Prices 
and Cost of Living 

First half of 1939 = 100 


^ Chungking (wholesale prices and 
cost of living) : 1939 = 100. 


Price Control 

In the United States the price stabilization policy was remarkably 
successful during 1943 and 1944. In December 1944 wholesale 
prices were only above the level of December 1943, compared 

with an increase of 2% during the previous year. The corresponding 
rise during 1942 had been 7%. The largest price rise in any year since 
December 1939 occurred in 1941, when the increase was 17%. The 
gradual slowing-down of the rate of increase of prices was achieved 
through the progressive extension of price controls by the Office of 
Price Administration. The proportion of commodities under O.P.A. 
control was greatly increased between 1941 and 1943, as is illustrated 
by the following figures : 

Commodities under O.P.A. 

Price Control : 

% of TotaP 

December 31, 1940 0 

December 31, 1941 35 

December 31, 1942 83 

December 31, 1943 92 

1 Monthly Labor Review^ February 1944, page 2^. The percentages refer only to 
those items which are included in the Wholesale Price Index of the Bureau of Labor 
Statistics, but since the latter includes practically all the important items, the per- 
centages give a fair representation of the extension of price control over all com- 
modities. The chief omissions are rye, most types of hay, and sheep. 
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Diagram j 

Wholesale Prices in the United States 

First half of 1939 = 100 

A — General index 
B — Metals and metal products 
C — Farm products 

D — Commodities other than farm products and foodstuffs 
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Prices received by farmers were exempt from control until they 
reached iio% of the ^'parity ratio^^^ — a level which, for important 
agricultural products, was not attained until 1943. In December 1942 
the prices of only 20% of the farm products which are included in 
the official wholesale price index had been controlled, but in Decem- 
ber 1943 the percentage had increased to 75, and included the prices 
of virtually all important foodstuffs. 

Diagram 2 shows that farm products accounted for the main price 
advances in 1943. The substantial improvement in the position of the 
farmers can be seen from the fact that between August 1939 and the 
latter part of 1941 prices of farm products rose from 71% to 100% 
of the ''parity ratio'' and reached an average of 117% in 1943. Dur- 
ing 1944, prices of farm products in relation to non-farm products 
declined slightly, the average for the year being 115% of "parity." 
The actual prices received by farmers were nearly twice as high in 
1943 and in 1944 as they were in 1939. 

From 1943 on, subsidies have been used extensively for the purpose 
of checking the rise in wholesale prices and the cost of living. In 

1 The “parity ratio” is the ratio between prices received by farmers and prices paid 
by farmers (plus interest and taxes) during the base period from August 1909- July 

1914. 
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October 1943 the rate at which subsidies were being paid was equiva- 
lent to an annual outlay of $1,143 rnillion. Foodstuffs and livestock 
accounted for 73% of the subsidies paid, metal ores 12%, transpor- 
tation of petroleum products 9%, and certain other commodities 6%/ 
The upward movement of food prices is largely responsible for the 
3% increase in the wholesale price index during the first half of 1943. 
From June 1943 to December 1944, however, the index increased by 
only 0.7%. Fluctuations during the year were largely due to seasonal 
changes in the supply of farm products. 

The cost-of-living index stopped increasing after May 1943, when 
it was 26% above the level of the base period January to June 1939. 

During the subsequent year the index did not change appreciably. 
The latest available figure (April 1945) shows that it had risen 
by only 1.6% since May 1943. 

As the War Labor Board uses the index in order to measure the 
increase in cost of living in connection with appeals for wage adjust- 
ments, the adequacy of the official index was challenged by various 
labour groups; however, the chairman of a special Cost-of-Living 
Committee, which had been appointed by the President to examine 
the question, reported in November 1944 as follows: 

1. ‘The accuracy of the Bureau of Labor Statistics index figures 
for what they are intended to measure is confirmed. They are 
entitled to the good reputation they have long enjoyed.'' 

2. “Under the exceptional market conditions which exist in war- 
time and so long as we have a sellers' market allowance should be 
made for hidden increase in the cost of living of probably as much 
as 3 and certainly not more than 4 percentage points due to quality 
deterioration, disappearance of cheaper goods, decrease of special 
sales and increases in under-reporting of prices actually charged." 

3. “If the index is to be used to represent changes in the cost of 
living of urban workers in small as well as large cities, there should 
be an upward adjustment of the index figures, but not more than 
one-half of a percentage point." 

In the United Kingdom the official index of wholesale prices in- 
creased at the rate of about 2% per year between July 1942 and July 
1944. In the latter part of 1944 the index showed no further increase. 
The official cost-of-living index throughout the period 1942-44 was 
practically stable. In 1943 the prices of foodstuffs covered by the 
index rose slightly, but the increase on this account was more than 
offset by the decline in the cost of clothing due to the remission of the 
purchase tax on “utility clothing." The index was kept stable by means 
of price control, which covered practically all goods, and by means of 
heavy subsidies for essential goods and services entering into the 

1 Survey of Current Business, January 1944, page 15. 
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index. The total amount spent on subsidies increased from year to 
year as follows 

£ (millions) 


1939 

20 

1940 

70 

1941 

140 

1942 

175 

1943 

190 

1944 

220 


In his budget speech of April 25th, 1944, the Chancellor of the 
Exchequer declared that ^‘without these subsidies the cost-of-living 
index might have been 45 to 50% over the pre-war level com- 
pared with the actual increase of 28%/'^ However, he warned that 
the tendency towards a general upward movement of wages made it 
increasingly difficult for the Government to maintain prices at a stable 
level. Having regard to “the higher domestic costs of production, and 
also to import costs,’' he expressed the opinion “that for the ensuing 
year a range of the cost-of-living index of 30 to 35% over the pre-war 
level should be substituted for the 25 to 30% laid down by Sir Kings- 
ley Wood in 1941.” There were no changes in the cost-of-living index 
during the first half of 1944; however, a further rise in the price of 
coal by 4 shillings per ton, due to the new wage agreements of Janu- 
ary 1944 in the coal-mining industry which came into effect on 
August 1st, 1944, caused an increase in the index of nearly 1% 
between June and September 1944. 

The importance of the index as a criterion on which to base wage 
adjustments led to discussions concerning the extent to which the 
official index actually reflected the changes in retail prices since the 
beginning of the war. Thus the London and Cambridge Economic 
Service reports that, while the official cost-of-living index rose by 
29% between August 1939 and June 1944, “it is, however, generally 
considered that this index underestimates the effective rise, which may 
be estimated to be about 40% It has been asserted that the index 
underestimates the effect of rise in the cost of living, since it omits 
such items as fruit and vegetables, which are not subsidized and have 
undergone the greatest increase in price. 

In Canada the cost-of-living index has been kept practically stable 
since the middle of 1942, but wholesale prices rose by 4% during 1942 
and 6% during 1943. The increase in the latter year was mainly due 
to the higher prices of farm and wood products. During 1944, how- 
ever, the index was virtually stationary. 

The effect of government subsidies upon prices is shown by the fact 

1 “An Analysis of the Sources of War Finance and Estimates of National Income 
and Expenditure in the Years 1938 to 1944,” Cmd. 6623. 

2 The Times, London, April 26th, 1944. 

3 Royal Economic Society, Memorandum No. 99, July 1944. 
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that the wholesale prices of farm products have risen much less than 
the prices received by farmers. 

Increases in Prices of Farm Products^ 

Wholesale Prices Prices Received by Farmers 

March 1943- Aug. 1939- March- Aug. 1939- 

Dec. 1943 Dec. 1943 Dec. 1943 Aug. 1943 
Percentage Increase 

Field products 6.9 61.7 21.6 90.2 

Animal products 3.8 57.2 7.0 67.2 

Between November 1941, when the programme of price subsidies 
first came into effect, and December 31st, 1943, the total amount paid 
out was $128 million, of which $52 million was spent for food. The 
largest single non-food item subsidized was petrol, which had under- 
gone a sharp price rise owing to increased transport costs. In 1944 
the total amount of subsidies paid was $98 million. 

In Australia a general price ceiling for practically all goods and 
services was announced by the Government on April 12th, 1943. 
Prices were subsidized at the level prevailing at that date. The pegging 
of prices did not, of course, mean that costs were also pegged. Where 
costs had risen on account of higher landed costs of imported goods, 
the replacement of sea transport by land transport, and similar factors, 
and where these increases could not be absorbed by reducing the profit 
margins of the distributors, prices were kept down by the payment of 
subsidies. During the second half of 1943 the cost-of-living index 
declined because of increased government subsidies and the reduction 
of the purchase tax on clothing. By December 1943 the index had 
returned to the level of March 1943. There were no changes during 
the first half of 1944. The wholesale price index likewise varied only 
slightly between June 1943 and June 1944. As wages are adjusted 
automatically to the cost of living, the success of the Government in 
stabilizing the price level eliminated the cause for wage adjustments. 

In Eire the Government also used subsidies in the effort to prevent 
a rise in prices and consequently in the cost of living. For the fiscal 
year 1942-43, the Minister of Finance estimated that £3.6 million 
would be spent on subsidies for food and peat fuel. The cost-of-living 
index had risen sharply since the beginning of the war. In November 
1943 it was 70% above the average for January to June 1939. During 
the subsequent twelve months, however, the index did not change ap- 
preciably. The main reasons for the price rise up to the end of 1943 
were the higher costs of imported goods, and the higher agricultural 

1 Source: Report of the Wartime Price and Trade Board, April ist, 1^4^, to 
December 31st, 1943, Ottawa, 1944. 



— 240 — 


prices, which were raised by the Government in order to stimulate 
production.^ 

In Sweden both wholesale prices and the cost of living have been 
practically stable since the end of 1943. The stability is likewise due to 
price and wage control, and to Government subsidies amounting to 
about 220 million kronor per year. 

Germany has a system of price control which is perhaps more rigid 
than that of any other country. Official price indices showed no sig- 
nificant changes during 1943 and the first three-quarters of 1944. In 
3943 price control was continued along very much the same lines as 
in 1942; however, as factories working on Government orders were 
receiving prices for their products corresponding to their costs, widely 
divergent prices existed for the same article. From November 1941 
onwards the attempt was made to replace the cost price by a system of 
uniform and group prices (Einheits-und Gruppenpreise) } These new 
prices were fixed by government committees without prior negotia- 
tion. The main purpose of the new system was to create an incentive 
for the lowering of production costs ; since prices were fixed at the 
same level for whole groups of plants, a differential profit was 
achieved by those factories which produced most efficiently. Pressure 
to lower production costs still further was exercised by government 
orders reducing uniform and group prices.® The new system was 
originally applied to armaments contracts only, but was later extended 
to cover a wider field. Between November 1941 and November 1943 
prices were fixed for 16,770 different products.* 

The scarcity of consumers’ goods was reflected in large increases in 
the prices of second-hand goods, amounting to several hundred per 
cent since the beginning of the war. In 1943, however, it was reported 
that price control had been extended to second-hand goods, which 
henceforth were to be officially valued before sale. Barter trade was 
increasing in importance. 

Wages and Wage Control 

In the United States a comprehensive system of wage control was 
established in October 1942, and further measures for stabilizing 
wages were taken subsequently. Thus, in April 1943, the War Labor 
Board was directed not to grant further increases except in the case 
of (i) “sub-standard wages,” (2) adjustments in accordance with 
the “Little Steel formula,”' and (3) promotions, reclassifications, 
merit increases, or incentive wages. In its decision of November 25th, 

1 The Economist (London), December nth, 1943. 

^Deutsche Wirtschafts Zeitung, March 19th, 1943, page 115. 

3 Deutsche Wirtschafts Zeitung, March 12th, 1943, page 97. 

^ Die Deutsche Volkswirtschaft, 3. Novemberheft, 1943, page 1021. 

® In the so-called “Little Steel formula/* wage increases up to 15% were authorized 
as compensation for the cost-of-living increase between January 1941 and May 1942. 
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I 944 > the Board again rejected demands of the Steel Workers’ Union 
for rises in pay in excess of what was allowed by the Little Steel 
formula, since such increases were beyond the Board’s authority to 
grant under the existing wage stabilization policy; however, various 
concessions concerning increased pay for work on night shifts, more 
liberal vacation and holiday pay, and the elimination of intra-plant 
inequalities, were granted on condition that these adjustments would 
not require any change in price ceilings/ 

The movement of wages in manufacturing industry is shown be- 
low. Between January 1939 and January 1944 weekly money earnings 
of factory workers increased by 95.3%. This increase may be ex- 
plained as follows : 

Percentage 


(a) Increase in average hourly earnings due to: Increase 

(i) rise in basic wage rates 36.4 

(ii) shifts of workers to better-paid jobs 13*0 

(iii) extended work on overtime 9.1 

Total increase in average hourly earnings 58.5 

(b) Increase in average number of hours worked per week 23.2 

(c) Increase in total weekly earnings due to (a) and (b) 95.3 


In January 1945 average weekly earnings were 104.9% above the 
level of January 1939. Basic wage rates had risen by 5.2% since 
January 1944 and were 43.5% higher than in January 1939. 

It must be kept in mind that the figures given above reflect only 
approximately the changes which have occurred since January 1939. 
Thus, for example, they take no account of such factors as the influx 
of inexperienced workers into the factories and changes in the age and 
sex composition of the employed labour force. If allowance is made 
for the rise in the cost of living of 27% up to January 1945, the 
increase in real weekly earnings appears to be about 62%. But this 
figure still overstates the increase in the actual consumption of the 
average worker, since it ignores the increase in the tax burden, war 
bond purchases, and other savings. 

For Great Britain the Ministry of Labour estimates that average 
basic wage rates in industry and agriculture increased by between 4 
and 5% during 1943. From October 1938 to July 1944 wage rates 
rose by about 52% and average weekly earnings of wage-earners 

1 See text of National War Labor Board^s order, New York Times, Nov. 26th, 
1944. The policy of not granting wage increases going beyond the ^Little Steel 
formula” was confirmed by a later report to the President by the public members of 
the Board. They pointed out that while average basic wage rates had increased by 
36.7% between January 1941 and October 1944, cost-of-living essentials had risen 
during the same period by less than 30%. As wages had advanced faster than 
perage retail prices no change in the “Little Steel formula” seemed to them to be 
justified. See New York Times, February 23rd, 1945. 
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in manufacturing and certain non-manufacturing industries by 
about 82 % . 

In both the United States and Great Britain agricultural wages 
increased proportionately more than industrial wages. In Great 
Britain minimum farm wages were raised in 1942 from 48 shillings 
to 60 shillings a week, and in 1943 a further increase of 5 shillings 
was granted.^ In the United States the average monthly and daily 
farm wage rose by 160% during the five years from July 1939 to July 
1944. As the following indices show, however, farm wages in the 
United States had not, even after this increase, reached the same 
position relative to industrial wages as they held before World War I.^ 



United States: 

W age Indices 




Farm Wages 

Industrial Wages 



(Average of daily and 

(Average hourly earnings) 



monthly rates) 

Manufacturing 

Mining Building 

I9IO-I4 

100 

100 

100 

100 

July 1939 

126 

306 

259 

301 

July 1943 

273 

471 

337 

36s 

July 1944 

328 

(498) 

. . ♦ 

369 


In Germany there has been practically no change in the hourly 
earnings of wage-earners since the beginning of the war, though, of 
course, average weekly earnings have moved upwards with the 
lengthening of the working week.® There is, however, considerable 
doubt as to whether the official wages quoted are in conformity with 
those actually paid. The Frankfurter Zeitung^ declared that “it is 
useless to point out that statistical wages of farm workers are hardly 
higher than a few years ago,'^ because “competent workers have to be 
paid more than the agreed wages.” 

From the experience of the three countries just considered, it 
appears that the inflationary pressure of wages has come more from 
the higher level of employment, the longer working week, overtime 
pay, incentive pay, and shifts of workers from the consumption-goods 
industries to better-paid employment in industries producing war 
materials, than from the rise in hourly wage rates. It should, of course, 
be kept in mind that, owing to heavier taxation, rationing, war bond 
purchases, etc., the rise in weekly earnings has not been accompanied 
by a similar increase in spending. 

In Canada, following the establishment of a wage ceiling in Decem- 

1 Ministry of Labour Gazette^ January 1943 and January 1944. 

^Monthly Labor Review, January 1944 and later issues. The figures given under 
'‘building"^ refer to union hourly wage rates of building labourers. The figure for 
'^manufacturing^^ in July 1944 is a rough estimate. 

8C/. Rene Livchen, *‘Wage Trends in Germany from 1929-1942/* International 
Labour Review, December 1943. 

^ Quoted in The Economic Journal, December 1943, page 377. 
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ber 1941, wage adjustments were linked to movements in the official 
cost-of-living index. In order to stabilize wages more strictly, a new 
wartime wages control order becoming effective on February 15th, 
1944^ was issued, merging the existing cost-of-living bonus with the 
basic wage, and thus establishing a new basic wage rate. The Govern- 
ment announced that should the cost-of-living index rise by more than 
3%, and remain at that level for two consecutive months, it would 
review its price and wage stabilization policy. During 1944, however, 
the index was stable. 

In Sweden wages are not fixed by governmental order, but are 
subject to collective agreement between the Employers Association 
and the Federation of Labour. The latest agreement, concluded in 
January 1944, continues the cost-of-living allowance amounting to 
about 20% of the basic wage in 1938. Provision is made for further 
increases in this allowance in the case that the index rises above a cer- 
tain level. In fact, the index was practically stationary during 1943 
and 1944. 

In Switzerland wage adjustments are based on an “expenditure 
index'' prepared by a governmental committee. In contrast to many of 
the existing cost-of-living indices, the expenditure index takes ac- 
count, not only of price changes, but also of variations in consumption. 
In August 1943 it was recommended that, to compensate for the price 
increase between August 1939 and December 1943, cost-of-living 
bonuses should be granted varying from 47% (taking the pre-war 
family income as 100) for the lower-income groups, to 28% for those 
with annual incomes of Swiss francs 6,000 and over.^ A comparison 
of these allowances with the rise in the cost of living of 50% over the 
same period shows that the committee's recommendations provide 
compensation for 94% of the increase in the cost of living for work- 
ers with pre-war family incomes up to Swiss francs 3,000. The per- 
centage declines for higher incomes until it reaches 56% for those 
with an annual income of over 6,000 francs. In December 1943, the 
average wage increase obtained by industrial workers since August 
1939 amounted to about 35%, compared with a rise in the cost of 
living of 50%. 

In France, since prices went on rising rapidly during 1942 and 
1943, the Government's wage stabilization policy was bound to fail. 
Wage increases were decreed by the Government in October 1942 and 
April 1943, but even after these increases there remained a consider- 
able discrepancy between the level of the wage index and the level of 
the official cost-of-living index. The index of average hourly earnings 
in September 1943 was 43% above the average of 1938, whereas the 
cost-of-living index, based on official prices only, showed an increase 

^International Labour Review, June 1944 page 675. 

^Easier Nachrichten, February 17th, 1944. 
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of 109% for the same period. The deterioration in the standard of 
living in France in 1943 is apparent from a German report which 
states that Paris workers in that year spent about 70% of their total 
income on food.^ 

The picture was about the same in other Axis-occupied countries. In 
September 1943 average hourly wages in Belgium were 44% above 
the average of 1938, whereas the increase in the official cost-of-living 
index was 62%. The corresponding figures for the Netherlands were 
a g% increase in wage rates and a 40% increase in the cost of living.^ 
In Greece, where the inflation was proceeding at a very rapid rate, the 
Government raised wages by 100% on May i, 1944.® 

After the liberation of France, new wage adjustments were re- 
ported. One of the first measures taken by the new Provisional Gov- 
ernment of France was to raise the general wage level by about a third. 
The wages of coal miners were increased by two-thirds. Since, before 
the invasion, the wage index was already 43 % above the average for 
1938, the new increase brought it to a level nearly double that of 1938. 

In China, there is an index of hourly money wages for industrial 
workers in Chungking. In March 1944, this index stood at 12,865% 
of the level of January-June 1937, ’vv^hile the index of real wages, 
owing to the still greater rise in commodity prices, had fallen to 40% 
of that level.** 

^ Die fVirtschaftskurve, July 1943. 

^The Economist (London), June loth, 1944. 

3 Siidost-Echo, May 19th, 1944. 

4 International Labour Review^ February 1945. 



CHAPTER VI 


INTERNATIONAL TRADE 

During the last three years blockade lines have separated German- 
dominated Europe and Japan-dominated Asia from the rest of the 
world. International trade has consisted chiefly of trade among the 
countries within each of the three areas in question. It may be esti- 
mated that trading channels which have been cut by the war were re- 
sponsible for about a third of international trade in peace-time.^ 
Along the trading channels that remain open more goods may have 
moved than in peace-time ; but the nature of these goods has changed. 
War materials and civilian supplies essential for carrying on the war 
have predominated ; and the flow of goods has accordingly been chiefly 
in the direction of the countries making the greatest war effort or form- 
ing bases for military operations. The resulting changes in the balances 
of trade would have been sufficient to make the financing of trade by 
traditional methods impossible. But the bulk of the goods has been 
moved under government arrangements having little in common with 
peace-time commerce. Difficulties concerning payment have not been 
allowed to interfere with the flow of goods. Even commercial trans- 
actions proper have been closely regulated by governments. The limits 
to trade have been set less by prices and the foreign exchange re- 
sources available to the buyer than by strategic considerations and the 
availability of materials and transport facilities. As a result, price 
equilibria and financial relationships among countries have been af- 
fected in such a way as fundamentally to alter the basic conditions 
which governed international trade in the past. 

The statistical information relating to trade during the last few 
years is incomplete, and international comparison is further hampered 
by the difficulty of expressing recorded trade values in a common 
unit, by differences in the extent to which prices have risen in different 
areas, and by the growth of non-commercial transactions, such as mu- 
tual aid among the United Nations and the open or masked exaction 
by Germany and Japan of tribute from areas under their control. For 
general information about the available statistics of trade values (con- 
verted into U.S. dollars), the reader is referred to the Annex, which 
may with advantage be read in conjunction with the descriptive analy- 
sis in the following pages. 

The United Nations Trading Area 

United States 

Indices of the quantum, unit price and total value of United States 
imports and exports converted to a 1938 base are shown in Table i. 

1 C/. Canada Y earhook ^ 1942, pages 446-7. 
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Table i. United States: Indices of Merchandise Trade ( 1938 = 100) 



1939 

1940 

1941 

1942 

1943 

1944 

Imports (for consumption) : 

Value 

117 

130 

165 

142 

173 

198 

Unit value (price) 

. 102 

108 

116 

137 

145 

157 

Quantum 

115 

120 

143 

104 

1 19 

126 

Exports (domestic produce) : 

Value of total exports 

. 102 

129 

164 

261 

414 

459 

Value of commercial exports . . . 

102 

129 

140 

100 

81 

93 

Unit value (price) 

98 

loS 

1 12 

141 

I5I 

171 

Quantum of total exports 

105 

123 

147 

i8s 

274 

268 


Throughout the war years the quantum of imports has been well above 
that of 1938/ though in 1942-1944 it was far from reaching the 
peak level of 1941. Prices of imports as well as of exports have in- 
creased steadily, with an exceptionally large rise in 1942. In December 
1944 import prices were on the average 56% and export prices 77% 
higher than in 1938. There has been a rapid increase in exports; their 
quantum in 1944 was almost three times and their value over four 
times as much as in 1938. This increase, however, was due entirely to 
lend-lease exports; the value of commercial exports in 1944 was 
only 93 % of what it had been in 1938 and their quantum, assuming 
the same price movement in lend-lease and commercial exports, was 
about 45% lower than in 1938 and thus well below the figure for 
any of the depression years of the early 1930's. The relative impor- 
tance of lend-lease and commercial exports is shown in Diagram i. 
It will be observed that one year after their initiation in March 
1941 lend-lease exports had attained the same value as commercial 
exports, and in the third quarter of 1943, when they appear to have 
reached their peak, they were between four and five times the com- 
mercial exports. In the course of 1943, however, the downward move- 
ment which had characterized commercial exports during the first year 
and a half after the entry of the United States into the war, came to 
a halt. 

In 1938 the areas under German and Japanese control provided 
over 40% of United States imports and absorbed about 35% of her 
exports. On the basis of these figures and the indices in Table i, it 
may be estimated that the quantum of imports from the areas still 
open to the United States in 1943 was twice as great in that year as 
in 1938, while the quantum of commercial exports to the same areas 
was 10-15% than in 1938. 

The inequality of these movements is reflected in the balance be- 
tween imports and commercial exports (shown in the last line of 
Table 2)." 

^The quantum of imports was unusually low in 1938 — 18% below the level of 
1929 and 28% below that of 1937. 

2 This balance, it should be observed, cannot be regarded as closely representa- 
tive of the balance of commercial payments, since certain imports (for instance 
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Diagram i 

United States Commercial and Lend-Lease Exports 
Domestic produce. Quarterly movement in $(ooo,ooo's) 



The excess of commercial exports over imports declined steadily be- 
tween 1940 and 1942 and was replaced by an excess of imports of 
nearly $900 million in 1943 and of $1,015 million in 1944. This 
change represents one, though not the only, factor accounting for the 
decline in the United States gold reserve and for the accumulation of 
foreign-owned dollar balances. In the course of 1943 and 1944 the 

Table 2, United States Merchandise Trade in $ (000,000* s) 



1940 

1941 

1942 

1943 

1944 

Imports for consumption 

2,541 

3,222 

2,769 

3.381 

3,870 

Exports (domestic produce) ; 

commercial 

3,934 

4,279 

3,066 

2,484 

2,855 

lend-lease 


741 

4,894 

10,107 

11,287 

Excess of commerical 

exports over imports 

1,393 

1,057 

297 

■—897* - 

-i,ois» 


a Excess of imports over commercial exports. 


gold reserve of the Federal Reserve System fell, on account of ex- 
ports and earmarking for foreign account, from $22,726 to $20,619 
million, or by $2,107 niillion, while there was a net inflow of capital 

imports of wool from Australia) represent “lend-lease in reverse.” On the other 
hand, the recorded imports to do not include certain goods purchased and stored 
abroad for United States account. 
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in these two years, mainly in the form of banking funds, of $1,641 
million. 

Imports from the Latin-American republics accounted for 40% of 
all United States imports in 1943, and in the first half of 1944, as 
against only 23 % in 1938. Trade with these republics in 1943 showed 
an import balance of over $500 million; and during the first half of 
1944 the import balance was $320 million, or 50% more than the 
figure for the corresponding period of 1943. 

In regard to commercial policy, the United States continued her 
programme of reciprocal trade agreements by concluding new agree- 
ments, becoming effective in 1943 and 1944, with Mexico, Iran and 
Iceland. The necessity for synchronizing commercial policy with the 
war effort led to a stiffening of attitude towards certain non-belliger- 
ent countries; thus, in the course of 1943 steps were taken to reduce 
exports to the Argentine; and in January 1944 Caribbean oil ship- 
ments to Spain were temporarily suspended until, three months later, 
Spain agreed to reduce her exports of wolfram ore to Germany. 

Goods consigned to United States armed forces overseas are not, 
of course, entered in the trade statistics. United States lend-lease ex- 
ports of goods represent the bulk (for the period up to the end of 
1944, 76% ) of the United States lend-lease aid, the rest consisting of 
goods transferred to foreign ownership but remaining in the United 
States, and of services. Details of the composition of this aid are 
shown in Table 3. 


Table ?. United States Lend-Lease Aid in $ ( 000,000's) 


Goods 

Munitions, motor vehicles, etc 

Industrial materials and products . . 
Agricultural products 

Total transfers 

Of which exported^ 

Services 

Servicing and repair of ships . . . 
Rental of ships, ferrying of aircraft 
Production facilities in the United 

States 

Miscellaneous 

Total services 

Total lend-lease aid^ 


1941 

1942 

1943 

1944 

Total 





1941-1944 

267 

3,442 

7,047 

7,376 

18,132 

272 

1,299 

2,575 

4,177 

8,333 

371 

897 

1,266 

2,421 

4 , 9 SS 

910 

5,638 

10,888 

13,974 

31,410 

741 

4,894 

10,107 

11,287 

27,029 

98b 

167 

142 

125 

532 

I27*> 

709 

615 

1,254 

2,705 

it>8'> 

446 

51 

24 

629 

ib 

49 

37 

20 

107 

334 

1,371 

845 

1,423 

3,973 

1,244 

7,009 

11,733 

15,397 

35,383 


^ Note: Since the table was prepared, figures have become available for lend-lease 
aid during the first three months of 1945, amounting to $3,590 million, of which goods 
transfers 3,397 (thereof exported 2,031) and services 193. 

* The difference between the amounts shown in this and the preceding line rep- 
resents “goods transferred but not exported.” 

^ Partly estimated. 

® Not including the value of goods awaiting transfer or in the process of manu- 
facture. 
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Of goods delivered, the share of war material proper (headed 
“Munitions, motor vehicles, etc.” in the table) increased from 29% in 
1941 to 65% in 1943, but fell off again to 53% in 1944, owing to 
increased deliveries of industrial and agricultural products. In this 
latter year such products delivered under lend-lease exceeded total 
commercial exports by 130%. 


Table 4. United States: Geographical Distribution of Lend-Lease 
Exports March ig4i-November 1^44 inclusive 

$ (000,000's) 

Africa, 

Middle 
East and 

Medi- China Australia 



United 


terranean 

and 

and 

Other 


Munitions, etc. 

Kingdom 

U.S.S.R. 

area 

India 

N. Zealand 

countries 

Total 

Ordnance and ammunition .. 

1,714 

768 

679 

249 

132 

164 

3.706 

Aircraft 

1,96s 

1,376 

806 

502 

295 

494 

5,438 

Tanks 

983 

398 

620 

118 

55 

44 

2,218 

Motor Vehicles 

589 

1,014 

448 

253 

178 

74 

2,556 

Watercraft 

242 

183 

51 

36 

II 

23 

546 

Total 

5,493 

■ 3,739 

2,604 

. MSl 

671 _ 

799 

14,464 

Industrial material and products 








Machinery 

528 

980 

147 


234 

38 

1,927 

Metals 

727 

756 

192 


251 

30 

1,956 

Petroleum products 

1,071 

66 

78 


207 

13 

1435 

Other products 

513 

599 

257 


224 

39 

1.632 

Total 

2,839 

2,401 

674 



120 

6.950 

Agricultural products 








Foodstuffs 

2,440^ 

1,151 

226 


129 

32 

3,978 

Other products 

560 

146 

20 



35 

2 

763 

Total 

3,000 

1,297 

246 

127 

37 

34 

4,741 

Total lend-lease exports 

11,332 

7,437 

3,524*" 

1,760b 1,149c 

953 ** 

26,155* 


a Of which munitions etc. delivered to French authorities in Algeria and French Morocco up to the 
end of 1943, 322. 

b Of which China, up to June 30th, 1944, 154 (not including the consignments mentioned in note e). 

^ Up to the end of 1943 about four-fifths of the total went to Australia. 

^Of which Latin- America, 208; of the remainder (745) about two-thirds went to Canada for trans- 
shipment to the United Kingdom, for further fabrication or for use of United Nations forces training 
in Canada. 

® This amount does not include goods consigned to United States Commanding Generals in countries 
receiving lend-lease aid. The value of such goods up to December 31st, 1944, amounted to $788 million, 
of which (up to November 30th, 1944) $4^ million were for subsequent transfer to French forces in 
North and West Africa, $248 million to China and $25 million to other countries. 

^ ^ The foodstuffs sent to the United Kingdom up to June 30th, 1944, (2,144) represented about 10% 
of that country's total food supply. 
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Table 4 gives further details of the composition of lend-lease ex- 
ports and their destination over the whole period 1941 -1944. The 
United Kingdom and the U.S.S.R., it will be seen, were the chief re- 
cipients, particularly of industrial and agricultural goods. Of the total 
quantity of foodstuffs sent, the United Kingdom absorbed 61 % and 
theU.S.S.R. 29%. 

Against the lend-lease aid furnished by the United States stands 
lend-lease aid received since the early part of 1942 by the United 
States from her allies. The bulk of this has consisted, however, of 
military equipment, foodstuffs and services delivered to United States 
armed forces overseas and thus not recorded in trade returns. The 
value of such “reverse lend-lease aid’^ furnivshed to the United States 
by the British Commonwealth up to the end of 1944, amounted to 
$4,656 million, of which sum over half represented aid received in 
that year. (Tables 5a and 5b.) 


Table 5a. Reverse Lend-Lease Aid Furnished the United States 
by the British Commonwealth 


To end 
of 1943 

From the United Kingdom : 

Goods and services transferred 
outside the United Kingdom 161 
Goods and services transferred 


in the United Kingdom 572 

Shipping services 274 

Airports, barracks, hospitals, 
etc 556 


Total 1,563 

From: Australia 362 

New Zealand 92 

India 107 


Grand Total 2,124 


$ (000,000's) 




Cumulative 

January- 

July- 

to Decem- 

June 

December 

ber 31st, 

1944 

1944 

1944 

187 

249 

597 

456 

550 

1,578 

83 

96 

452 

148 

21 

725 

873 

916 

3,352 

185 

173 

721 

39 

40 

171 

126 

179 

412 

1,223 

1,309 

4.656 


On a smaller scale, reverse lend-lease aid has also been received by 
the United States from other Allied powers. Aid given to the armed 
forces in French North and West Africa and New Caledonia up to 
October ist, 1944, is estimated at $47 million. 

Mention may also be made here of “mutual aid^^ among powers 
other than the United States. Thus the United Kingdom has given 
such aid, in the form of goods and services, to other allies and to two 
neutral countries (Portugal and Turkey). The amount given up to 
the middle of 1944 was valued at $1,914 million. Details of the mutual 
aid supplied by the United Kingdom (including that to the United 
States) are given in Table 6. When comparing these figures with 
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Table 3b. Composition of Reverse Lend-Lease Aid Furnished by 
Australia, New Zealand and India to December Sist, 1944 




$ (ooo,ooo's) 



Australia 

New Zealand 

India 

Foodstuffs 

172 

80 

31 

Military Supplies and Equipment . . . 

. 210® 

29 

221 

Shipping Services and Shipbuilding . 

66 

9 

5 

Transportation and other Services . . 

131 

25 

33 

Construction 

. 142 

28 

122 

Total 

721 

171 

412 


a Of which $55 million are for Air Force supplies and equipment. 

Note (Tables 5a and b) : Conversion from sterling and Australian and New 
Zealand pounds has been made at the official rates of exchange ( i£ sterling = $4.03 ; 
i£A = $3.23; liN.Z. =$3.25). The figures for India refer to aid provided both by 
the United Kingdom and by the Government of India, as estimated by the United 
States Army ; they do not include raw materials and foodstuffs shipped to the United 
States. 

those for United States lend-lease account should be taken of the 
fact that the British products are recorded at prices which are as a 
rule substantially lower than those prevailing in the United States. 

Canada’s deliveries on a non-cash basis to her allies (chiefly the 
United Kingdom) up to the spring of 1944 amounted to Can. $2,700 
million.’- 

Table 6. United Kingdom: Value of Mutual Aid Rendered up 
to June 30th, 1944 


£ (ooo,ooo’s) $ (ooo,ooo’s)» 

Receiving To June 30th July ist, 1943- Total to June 30th, 

country 1943 June 30th, 1944 1944 

United States . . 605 2,437^ 

U.S.S.R 179 90 269 1,086 

Poland . . 120 484 

Turkey 6 15 21 83 

C2echoslovakia 13 6 19 75 

France 14 . 14® 55 

Greece 7 5 12 50 

Portugal . II II 45 

China . . 9 3o 


Total . . 1,080 4,351 


* Converted at the rate of $4.03 to the L 
For details see Table 5a. 
c Up to June 30th, 1943, only. 

A decline in non-commercial deliveries may occur in 1945. It is 
anticipated that after 1944 certain raw and semi-manufactured ma- 
terials such as iron and steel will no longer be provided by the United 

1 Cf. page 255. 
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States to the United Kingdom under lend-lease. Further, an arrange- 
ment which went into effect when Germany was defeated provides for 
a reduction in lend-lease aid to the United Kingdom by 43% of its 
present rate, to a total of $5,SCX) million during the ensuing twelve 
months. Of this amount, $2,700 million will represent munitions and 
$2,800 million other items, including petroleum products to the value 
of $800 million for the Allied oil pool, and a considerable amount of 
shipping and of raw materials for making munitions. It is also pro- 
posed to ship prefabricated houses (valued at $60 million) and in- 
creased quantities of foodstuffs for the United Kingdom. The ar- 
rangement takes into account the need for reviving British export 
trade, and anticipates the reconversion of war industries in the United 
States and the United Kingdom at an equal rate so that no ''undue 
competitive advantage’' will accrue to the exporters of either country. 

United Kingdom 

The sterling value of the United Kingdom’s retained imports more 
than doubled between 1938 and 1943, owing to the fact that imports 
from the United States chiefly on lend-lease were more than nine 
times as great. The quantum of imports in 1943, however, was only 
18% higher than in 1938 and if munitions are excluded, was 21% 
less than in 1938 (Table 7). 


Table 7 

United Kingdom: Imports and Re-exports 19^8-194^ 

I (000,000’s) 


Imports from: 

British countries 

United States 

Other countries 

Total 

Deduct re-exports 

Retained imports .... 

Ditto, excluding munitions® 
Price index (total retained 

imports) 

Quantum index: 

Total retained imports . . 
Ditto, excluding munitions 


1938 

1939 

‘ -1940 

37 1 -5 

358.1 

548.5 

1 18.0 

1 17.3 

275.3 

430.0 

410. 1 

328.3 

919.5 

885.5 

1,151.1 

61.5 

46.0 

26.0 

858.0 

839.5 

1,126.1 

100 

lOI 

139 

100 

97 

94 


1941 

515.0 

409.0 

221. 1 

1942 

482.1 

535-5 

1 18.0 

1943 

556.9 

1,099.7 

218.1 

1,145.1 

1,205.6 

1,874.7 

12.7 

10.7 

10. 1 

1,132.4 

1,194.9 

1,864.6 

• 

998.5 

1,211.4 

159 

166 

i8s 

83 

84 

118 

. 

72 

79 


® Excluding imports and re-exports by Government departments of aircraft and 
other vehicles and parts (except rubber tires and tubes for road vehicles), arms, am- 
munition, and military and naval stores. 


Heavy quantitative reductions are recorded for feeding-stuffs, 
sugar, dairy products, fruit and vegetables, iron ore, wood and paper 
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products. The weight of “dry cargo’’ imported from countries other 
than Ireland has declined since the middle ’thirties by over a half : 

Long tons (ooo,ooo's) 

1934-38 1940 1941 1942 1943 1944 

average Jan.- June 


Food 22.0 18.8 14.7 10.6 1 1.5 5.4 

Raw materials 26.0 21.5 15.0 11.5 12.8 6.1 

Finished goods, munitions, 

tobacco, etc 7.0 i.o 0.8 0.8 2.0 1.3 

Total 55.0 41.3 30.5 22.9 26.4 12.8 


It may be noted that the totals for 1942 and 1943 (22.9 and 26.4 
million tons respectively) were well below the corresponding figures 
for 1917 and 1918 (34 and 30 million tons). 

The complete subordination of exports to the war effort in the 
United Kingdom, which began when the United States inaugurated 
the policy of lend-lease, is very clear from the figures for the last two 
years. Exports in 1944, excluding munitions, were lower than in 
1938 by 45% in value and 69% in quantum (Table 8). 

Table 8 

United Kingdom: Exports 193^-1944^ 


1938 1939 1940 1941 1942 1943 1944 

Value in £ (000,000’s) 470.8 439.2 41 1.2 365.4 270.9 232.8 258.0 

Value index 100 93 87 78 58 49 55 

Price index 100 99 120 138 157 171 178 

Quantum index 100 94 73 56 36 29 31 


a “Munitions” exported to Governments of other countries are excluded in 1942- 
44. Exports to such Governments of military goods other than those defined as 
munitions, and of other articles sent for purposes directly connected with the war 
are included throughout. Stores shipped abroad to British Forces are excluded 
throughout. 

Commercial exports are strictly regulated, the export of goods 
which do not make great demands on manpower being favoured. 
Thus, exports of spirits have been continued, and exports of textiles, 
which are produced mainly by female labour, have declined less than 
those of engineering products. 

In 1944 exports of coal, iron and steel represented only 7% of 
their 1938 quantum, vehicles (other than military) 13%, machinery 
42%,^ woollen yarns and manufactures 31 %, cotton yarns and manu- 
factures 33%, and all manufactured goods taken together 34%. Ex- 
ports of rayon products, which the importing countries could no 
longer obtain from Continental Europe or Japan, were at the ex- 
ceptionally high level of 130%. 

1 This figure would have been lower had it not been for supplies of machine 
tools, electrical machinery, etc., sent to the U.S.S.R. 
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Table p 

United Kingdom: Exports of Certain Textile Products 



1938 

1939 

1940 

1941 

1942 

1943 

1944 

Cotton: yarn (thousand cwt.) 

1,098 

1,015 

596 

258 

167 

171 

175 

piece goods (million sq. yds.) 

1,386 

1,393 

976 

783 

485 

374 

434 

Wool : tops (million lbs.) . . . 

32.5 

33-8 

28.5 

16.2 

11,7 

8.2 

5.0 

yarn (million lbs.) 

34.7 

32.0 

17.7 

13-3 

10.5 

9.0 

8.7 

tissues (million sq. yds.) . . 

96 

98 

86 

91 

77 

46 

36.0 

Rayon: yarn (million lbs.) .. 

8.0 

7.0 

14.9 

20.2 

16.3 

13.8 

15.6 

piece goods (million sq. yds.) 

63 

75 

85 

91 

116 

76 

91 


Table lo shows the geographical distribution of exports in 1938, 
1943 and 1944. Exports to the areas open to British trade in 1944 
fell below 1938 by 22 % in value and 56% in quantum. 

Table 10 

■ United Kingdom: Geographical Distribution of Exports 
in ips 8 , ip43 and ip44 

£ (000,000’s) Col. 5 


1943 1944 as per- 

at at centage 

1938 1938 of 



1938 

1943 

1944 

prices 

prices 

Col. I 

Enemy and enemy- 

(I) 

(2) 

( 3 ) 

( 4 ) 

( 5 ) 

(6) 

occupied countries: 
in Europe 

1174 

o. 3 » 

2.7® 

0.2 

1.5 

I 

in Asia 

25.8 

— 

— 

— 

— 

— 


— 

— 

— 

— 

— 


Total 

143-2 

0.3 

2.7 

0.2 

1.5 

I 

Other areas : 

Europe and Mediter- 
ranean countries 

67.4 

48.5 

62.2 

28.4 

34.9 

52 

Rest of Africa 

633 

47-6 

55-7 

27.8 

31.3 

49 

Asia 

SO. I 

24.0 

34.1 

14.0 

19.2 

38 

Oceania 

58.1 

40.1 

46.6 

235 

26.2 

45 

North America 

44.6 

43.1 

40.1 

25.2 

22.5 

50 

Latin America 

44.1 

29.2 

16.7 

17.1 

94 

21 




— — . 

— 

— 

— — 

— 

Total “Other areas’* 

327-6 

232.5 

255-4 

136.0 

143-S 

44 

Grand total 

470.8 

232.8 

258.1 

136.^ 

I 4 S -0 

31 


a Including ships sold to Allied Governments and, in 1944, exports to liberated 
areas. 

Note: The figures by areas in cols. (4) and (5) are only approximate (the calcu- 
lation is based on the assumption that the prices of exports to each area increased 
in the same proportion as average prices of all exports, i.e., by 71% in 1943 and 

78% in 1944). 

Owing to the decline in her exports and her heavy war expendi- 
tures in India and elsewhere, the United Kingdom has continued to 
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suffer from a serious deficit in her current balance of payments, 
though this deficit is less than it was before lend-lease aid was re- 
ceived on a large scale. From a maximum of £797 million in 1941 
this deficit or ''oversea disinvestment’' fell to £632 million in 1942 
and £655 million in 1943. The total "disinvestment” from the be- 
ginning of the war to the middle of 1944 amounted to £3,365 mil- 
lion, of which £1,065 niillion represented the net sale of assets over- 
seas and £2,300 million the increase in oversea liabilities, chiefly in 
the form of "blocked sterling balances” : 


£ (000,000’s) 

Increase in 

Net sale of oversea liabili- 
oversea assets ties Total 


September 1939- 

December 1941 955 765 1,720 

January 1942-June 1944 no 1,535 1,645 

Total 1,065 2,300 3,36s 


In July 1944 it was anticipated that the blocked sterling balances 
(including balances which were outstanding at the beginning of the 
war) would reach about £3,000 million ($12,000 million) at the end 
of the year. 

The geographical distribution of the deficit incurred has been un- 
even. While the United Kingdom’s major pre-war debtors, India, 
Canada, and the Union of South Africa, have repatriated practically 
all their long-term sterling debt (and India has in addition accumu- 
lated a heavy sterling balance in London), the liquidation of British 
investments in Oceania and Latin America has been relatively small. 

British Dominions and India 

Both Canadian imports and exports have increased rapidly during 
the war. The quantum of imports in 1944 was probably about twice, 
and that of exports three times, as great as before the war. The 
rise in export values and an export balance of over Can. $1,680 mil- 
lion in 1944 (as against $r6o million in 1938) were due to increased 
deliveries of war materials. Armaments represented over a third of 
Canadian exports in 1943. A large proportion of the remaining ex- 
ports, as well as of imports, was more or less directly concerned with 
the war effort. In the last issue of this Survey an account was given 
of the manner in which war deliveries were financed up to March 
1942, when a gift of $1,000 million was granted to the United King- 
dom to offset claims on that country that were likely to arise during 
the following twelve months. The gift was in fact exhausted by the 
end of 1942; thereafter the immediate dollar requirements of the 
United Kingdom in Canada were met by the sale (for Can. $200 
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million) of British war plants in the Dominion. On May 2ist, 
Canada appropriated another Can. $i,ooo million for a programnfc of 
mutual aid involving the provision of goods to Allied Powers on a basis 
similar to United States lend-lease. Owing to an increase in the share 
of Canadian armament production that had to be reserved for the 
use of Canadian forces abroad, this amount was drawn upon less 
rapidly than the sum appropriated in 1942. The appropriation for 
mutual aid in the budget for the fiscal year beginning April 1944 was 
$800 million.^ Total exports to the United States exceeded those to 
the United Kingdom in the years 1942-44. (Table ii.) 

Table ii 

Canada: Merchandise Trade, in Can, $ (000,000's) 

Rest of 



United 

States 

United 

Kingdom 

British 

Commonwealth 

Other 

Countries 

World 

General imports 

1938 

425 

1 19 

67 

66 

677 

1941 

1,005 

219 

141 

84 

1,449 

1942 

1,305 

161 

112 

66 

1,644 

1943 

1,424 

135 

103 

73 

1,735 

1944 

1,447 

III 

no 

91 

1,759 

Domestic exports 

1938 

270 

340 

103 

124 

837 

1941 

600 

658 

220 

143 

1,621 

1942 

885 

742 

412 

324 

2,363 

1943 

1,149 

1,033 

369 

420 

2,971 

1944 

1,301 

1,235 

386 

518 

3.440 


Australia and New Zealand in 1942 and 1943 imported consider- 
able amounts of war material, largely under lend-lease, and diverted 
otherwise exportable products to the use of Allied troops within their 
frontiers. New Zealand imports increased by over three-fourths in 
value in 1943, and, as exports simultaneously fell off from the record 
level of 1942, a heavy import balance resulted. Even in 1944 imports 
exceeded exports. Nevertheless, owing to the sale of goods and 
services to Allied troops, the amount of foreign currency held by New 
Zealand continued to increase during these two years, though at a 
lower rate than in 1942 (see Chapter IV).^ 

The fact that the Australian balance of payments has also been 
favourable is shown by the increase in the London funds of the 

1 Including Canada’s contribution to the United Nations Relief and Rehabilita- 
tion Administration. 

2 In this connection, attention should be drawn to the item “American personnel 
receipts” which, during the twelve months ended June 30th, 1943, contributed 
£4.6 million (net) to the balance of payments of New Zealand (as against £0.2 mil- 
lion during the previous twelve months) according to an estimate by the Reserve 
Bank of New Zealand. 



257 — 


Commonwealth Bank by over £A lOO million in 1943 and 1944 
and the repa)mient in 1943 of the balance of British Treasury 
advances obtained from 1940 onwards to cover Australia’s war 
expenditure in the United Kingdom. An essential factor in Aus- 
tralia’s economy has been the purchase by the British Government 
of the wool clip (estimated at about £A 70 million in 1943) part of 
which is not exported but stored in Australia. 

The Union of South Africa is known to have considerably in- 
creased its exports of strategic materials, including diamonds. Part 
of the current South African gold production has been added to the 
domestic gold reserve, which rose from £SA 44 million at the end 
of 1941 to £SA 99 million at the end of 1944. 

India’s merchandise trade has fallen considerably in terms of quan- 
tities, but the prices of her imports as well as her exports have in- 
creased at a rapid rate (Table 12). The quantum of imports was al- 
most halved in the fiscal year 1942-43 ; imports of cotton piece goods 
fell to a fraction of the pre-war figure, and the same was true of 
rice after the supplies from Burma were cut off ; in the case of both 
these articles, which are normally among India’s principal imports, 
a net export arose. In order to mitigate the food shortage in Bengal 
provision was made for the import of 800,000 tons of wheat during 

Table 12 

India: Foreign Merchandise Trade, and Defence Expenditure 
Borne by the British Government 
(Fiscal years ending March 31) 



1938-39 

1939-40 

1940-41 

1941-42 

1942-43 

1943-44 

Import indices : 

quantum 

. 100 

102 

81 

74 

38 

, 

price 

100 

106 

127 

153 

193 


Export indices : 

quantutn 

100 

105 

88 

93 

63 

. 

price 

100 

120 

130 

156 

185 


Value in rupees (ooo,ooo^s) : 
imports i,490 

1,580 

1,447 

1,669 

1,033 

1,079 

exports 

1,633 

2,058 

1,874 

f 373 

1,877 

1.992 

export balance 

+143 

+478 

-1-427 

-1-704 

+844 

+913 

Defence expenditure in- 
curred in India, borne 
by the British Government, 
in rupees (ooo,ooo’s) 


S 30 

1,930 

3,370 

3,820 


Note : The figures “do not include the value oi stores exported abroad for de- 
fence purposes nor do they include the value of imports on this account.” It is be- 
lieved that the inclusion of such goods in the recorded trade would have raised 
the export balance (cf. Review of the Trade of India in 1^41-42, page 97)- 
The exchange value of the rupee, after falling by 14% in the second half of 
1939, has remained at approximately $0.30 or io.075. 
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the twelve months beginning October 1943. Total exports fell off 
considerably, even in value terms, in 1942-43. The chief item in In- 
dia’s balance of payments in that year was the defence expenditure 
incurred by the British Government, which was almost twice what 
it had been in the previous year, and was equivalent to nearly double 
the aggregate value of exports and over four times the export balance. 
Early in 1944, practically the whole pre-war sterling debt of the 
Indian Government and railways, which in 1939 exceeded £350 
million, had been repatriated. At the same time the sterling assets 
of the Reserve Bank of India alone had risen since August 1939 by 
over £700 million. During 1944 these assets rose on an average by 
£23 million monthly, reaching £940 million at the end of the year. 

The Middle East and North Africa 

In the Middle East a food shortage developed in 1942, a result 
of crop failure in the previous season, and the cutting of the supply 
routes through the Mediterranean. The danger of famine was averted 
through the activities of the Middle East Supply Centre, a joint 
Anglo-American organization which had been active since April 
1941. During the first two years of its existence the Supply Centre 
arranged for the shipment to the Middle East (largely via the Cape 
of Good Hope) of 6 million tons of goods, consisting mainly of 
foodstuffs and fertilizers. At the same time the Governments in some 
of the Middle-Eastern countries took steps to increase local self- 
sufficiency by encouraging shifts away from export crops to crops 
suitable for domestic food consumption (for instance, from cotton 
to wheat in Egypt, and from citrus fruit to wheat in Palestine). 

A similar supply problem arose in French North Africa after its 
liberation late in 1942. The area is normally food-exporting, but the 
1942 cereal crop was poor, and shipments to France had been in- 
creased in order to “bridge the gap” in that country until her own 
crop became available. During the early months of the Allied occupa- 
tion, therefore, the Allied Powers had to supply North Africa with 
foodstuffs. Total civilian supplies shipped by the United States to 
French North and West Africa up to the end of 1943 amounted to 
405,000 tons. 

Latin America 

In Latin- American trade the tendencies to which reference was 
made in the previous Survey continued to be felt during 1943 and 
1944. The expanding market for strategic materials, and ‘the shift 
in the foreign demand for foodstuffs caused by the elimination of 
Continental Europe as a market and the shortage of shipping space, 
affected the composition of exports. 

In Brazil coffee exports, which declined during the early part of 
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the war, have recently increased with the improvement in the ship- 
ping situation. The principal change in Brazilian exports during the 
war has, however, resulted from larger sales of other primary prod'- 
ucts (such as bauxite, manganese ore, mica, quartz crystals, vege- 
table oils and rubber), as well as manufactured articles. The latter 
are reported to have represented 15% of the value of total exports 
in 1943 as against only about 2% before the war. 

In the Argentine, the proportion of the value of all exports rep- 
resented by vegetable agricultural products (chiefly grain), which 
was between a half and two-thirds before the war, had fallen to not 
much more than 20% in 1942 and 1943. The proportion represented 
by animal products, on the other hand, rose (from 43% in 1938 to 
61% in 1942 and 53% in 1943). A tendency toward diversification 
of exports is noticeable in certain Central- American Republics which 
have long been dependent on a limited number of export articles such 
as bananas and coffee. 

While in the majority of Latin- American countries the quantum 
of exports has been maintained or increased, that of imports appears 
to have been below the pre-war level. Thus, the quantum of Ar- 
gentine imports, as reflected in the movement of the valores de tarifa, 
has declined steadily during the war; in 1942 it was 55% of the 
1938 level, and in 1943, in consequence of special measures taken 
by the United States,^ it underwent a further sharp drop to 36%. 
The surplus of exports over imports has tended to rise — a fact which 
is illustrated by the following tables showing the trade balances of 
eight major Latin- American countries. 

Table is 


Import ( — ) or Export (-\-) Balances of Certain Latin-American 
Countries in $ ( 000,000’s) 

(Merchandise only) 



1938 

1941 

1942 

1943 

Argentina 

— 6 

+97 

+187 

+392 

Brazil 

— 0 

+62 

+147 

+137 

Chile 

4*36 

+ 50 

t 5 ® 

+ 48 

Colombia 

— 8 

+ 3 

+ 50 

+ 41 

Cuba 

+36 

+76 

+ 36 

+173 

Mexico* 

+57 

--38 

+ 48 

+ 42 

Peru* 

+17 

+22 

+ 24 

+ 2 

Uruguay 

— I 

+ 8 

— 6 

+ 36 

Total (8 countries) 

■fi 3 i 

+280 

+536 

+871 

Total export balance as percentage 
of total exports of the same coun- 
tries 

9 % 

18% 

31% 

41% 


•^Including bullion and specie. 
1 C/. page 248 above. 
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This rise in export balances and the corresponding rise in foreign 
exchange reserves coincided with accruals of foreign exchange from 
other sources. Some part of the imports (in particular imports of 
equipment required for developing the production of strategic ma- 
terials) has been financed by United States credits. Since the middle 
of 1942 new credits have been granted by the Export-Import Bank 
to Brazil, Bolivia, Mexico and Uruguay, among other countries. 
Large amounts have also been spent by the United States in Latin 
America as a contribution to the work on the Inter- American High- 
way, for the construction of military bases in the West Indies, and 
for various other purposes.^ 

The supply of foreign currency from these sources, added to the 
amounts derived from the growing export surplus, has greatly im- 
proved the foreign payments position of Latin-American countries. 
The following results of this change may be pointed out : 

1. Certain Latin-American countries, such as the Argentine, Uru- 
guay and Venezuela, have relaxed their exchange restrictions on im- 
ports; the market exchange value of their currencies has tended to 
rise.^ 

2. In several Latin-American countries import tariffs on a wide 
range of goods (particularly essential materials and equipment) have 
been reduced or abolished. 

3. Gold has flowed into Latin-American countries and dollar and 
blocked sterling assets have accrued to them at an increasing rate.® 

4. There has been some liquidation of outstanding long-term ob- 
ligations. Argentine debt repatriation, which amounted to 21 million 
pesos in 1941, rose in 1942 to 135 million (of which 85 million rep- 
resented sterling debt), and in 1943 to 144 million (the whole 
amount consisting of sterling debt).* Certain other Latin-American 
republics have availed themselves of the opportunity of repurchasing 
from abroad, at low prices, domestic bonds that were in default. 

5. Amounts paid to foreign investors on account of interest and 
dividends have tended to rise. Thus, the yield of British investments 
in Latin America, which had fallen from 4.5% in 1928 to 1.6% in 
1939, rose gradually to 2.4% in 1943.® 

1 It may be added that commodities obtained as United States lend-lease aid for 
defence purposes ($128 million up to the end of 1943 according to U.S. statistics) 
have not had to be financed by the export of goods. 

2 Cf, Chapter IV, page 195. 

® Cf. Chapter IV, pages 188 and 194. 

* The Argentine debt repatriation was small, however, in relation to the surplus 
on current account in the balance of payments (303 million pesos in 1942 and 1,088 
million in 1943) as well as to the holdings of gold and foreign exchange (3,766 
million pesos at the end of 1943) and the total long-term foreign indebtedness 
(recorded at 9,057 million pesos in 1941). 

® According to calculations by The South American Journal^ referring to securi- 
ties listed on the London Stock Exchange. The percentage was 1.7 in 1940, 1.9 in 
1941, and 2.3 in 1942. It remained at 2.4% in 1944. 
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In this connection, mention may be made of the new agreement 
reached late in 1943 between Brazil and holders of Brazilian sterling 
loans, arranging for an annual debt service payment of about £8 
million as against only half that amount in the preceding few years. 
At this higher figure the payment represents about a third of full 
statutory debt service. 

China 

The external trade of Free China has continued to suffer as a 
result of Japan’s control over her normal routes of transport to the 
outside world. Chinese authorities have endeavoured to promote in- 
ternal trade and the domestic utilization of products which were for- 
merly exported. Of late, however. Government export controls on 
articles such as tea, bristles and wood oil, which were introduced 
during the early part of the Sino-Japanese War, have been relaxed, 
and these articles, as well as wool, silk and strategic minerals have 
been shipped in limited quantities by air to India and by land to, or 
through, the U.S.S.R. United States lend-lease shipments to China 
up to the middle of 1944, sent chiefly by air, had a value of U.S. 
$381 million. To a certain extent, the demand for industrial products 
for civilian use is being met by smuggling from occupied China. 

Japanese Trade 

Japan, it appears, has obtained from certain of the areas under 
her control a greater quantity of goods than she was able to import 
from all countries before the war. According to a statement by Ma- 
dame Chiang Kai-shek on June i6th, 1943, there had during each 
of the preceding twelve months been shipped to Japan from occupied 
territories within the Great Wall of China 3.2 million tons, and 
from occupied territories in Manchuria 2.8 million tons of raw ma- 
terials; in addition, Japan had during the same period transported 
each month from territories within the Great Wall 2.3 million tons 
of materials for the heavy industries she was building in Manchuria 
and other parts of Asia. The total weight of goods thus carried away 
by Japan (hence not including foodstuffs for consumption by the 
Japanese army in China) amounted, therefore, during these twelve 
months to 100 million tons. For purposes of comparison it may be 
mentioned that in 1937 and 1938, Japanese imports from all coun- 
tries amounted to 30.3 and 23.6 million “cargo tons”^ respectively. 
From British Malaya Japan had, during the twelve months preceding 
Madame Chiang Kai-shek’s statement, shipped in all approximately 
6 million tons of goods. These shipments to Japan were largely in 
the nature of a tribute, and to that extent were not offset by imports 
from Japan; the occupied areas, therefore, have been poorly supplied 

1 Partly of 2,240 lbs., partly of 40 cubic feet 
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with manufactured articles, and commercial transactions proper with- 
in the area have apparently been reduced to a very low level. In the 
absence of equilibrating trade movements, and under the influence 
of inflationary forces which have been much stronger, for instance, 
in occupied China than in Japan, the old system of price relationships 
within the area has in large part broken down and various methods 
have been used by Japan to level out price discrepancies between 
domestic and imported goods. The shortage of transport facilities has 
dictated a policy of local self-sufficiency in the case of food, a policy 
which is contrary to the declared object of securing increased eco- 
nomic co-operation among the areas concerned. Owing to the greatly 
reduced production of rice in Burma and certain of the other major 
rice-exporting areas, a scarcity of rice developed in Japan in 1942, 
rendering it necessary to expand production for local consumption 
in the Philippines and British Malaya. 

Japan has endeavoured, by changes in production in the areas she 
occupies, to obtain increasing quantities of raw materials normally 
purchased elsewhere; thus, the cultivation of cotton has been en- 
couraged in the Netherlands Indies and the Philippines, the cultiva- 
tion of jute in Indo-China. The one-sidedness of Japan’s trade with 
the last-mentioned country — despite the existence of an agreement 
providing for mutual commercial exchange — is demonstrated by the 
fact that by the end of 1943 Indo-China had accumulated a balance 
of over 500 million yen (equivalent to 5,000 million francs),^ which 
was blocked in Japan, since only small quantities of Japanese goods 
could be imported. Japanese exports of capital and capital goods to 
northern China have declined; but a credit of 200 million yen is 
reported to have been extended to Thailand in the middle of 1942. 

In the course of 1944 and the early part of 1945 Japan’s trade with 
occupied areas other than northern and central China appears to have 
been largely halted as a result of the difficulties experienced by 
Japanese shipping. 

Trade of Continental Europe 

It is estimated that in Continental Europe the quantum of foreign 
trade in recent years has amounted to about half its pre-war level. 
The reduction has not, however, been evenly distributed. Table 9 
shows how the value of trade changed over the period 1938-43 in 
the few European countries which have published trade figures. In 
the last two columns figures have been added showing the movement 
of wholesale prices since the early part of 1939. Though they afford 
a rough indication of the extent to which prices have risen in Euro- 
pean trade, these price indices cannot be taken as truly representative 

^ For purposes of comparison it may be mentioned that the total exports of Indo- 
China in 1939 amounted to 3,500 million francs. 
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of the movement of export prices in all of the respective countries/ 
This is true particularly for Germany, where export prices are known 
to have undergone a much greater increase than internal prices. 

Table 14 

Nine European Countries: Movement of Trade Values 
and Wholesale Prices 
I: Imports; E: Exports 

Trade values (national currency) Wholesale prices 

Jan.- June 1939 

1938 =100 =100 




1939 

1940 

1941 

1942 

1943 

1941 

1943 

Bulgaria 

.... I 

loS 

142 

207 

262 

269a 

145 

219^ 

E 

109 

126 

166 

241 

3 I 2 » 



Denmark 

.... I 

107 

8s 

81 

74 

75 

i8s 

195 


E 

103 

99 

83 

69 

8s 



Finland 

.... I 

88 

60 

119 

136 

150 

174 

243 


E 

92 

34 

51 

71 

104 



France 

.... I 




56 

32 

I9OC 

261c 


E 




97 

II8 



Germany <5 

.... I 

79 

83 

114 

144 

137 

105 

109 


E 

93 

87 

121 

135 

153 



Hungary 

.... I 

119 

147 

178 

225 

279 

144 

22S« 


E 

116 

99 

151 

219 

247 



Portugal 

.... I 

90 

106 

107 

108 

143 

153 

220 


E 

117 

142 

261 

346 

348 



Spain 

.... I 

94 

133 

118 

131 

196 

147 

l8l 


E 

120 

131 

174 

210 

293 



Sweden 

.... I 

120 

96 

80 

85 

87 

158 

179 


E 

102 

73 

73 

72 

63 



Switzerland 

.... I 

118 

115 

126 

128 

107 

173 

206 


E 

99 

99 

III 

1 19 

124 




® First two quarters as percentage of quarterly average 1938. 

^Average January- August. 

Figures for December; basis August 1939. 

Including Austria. For reasons indicated in the text, the figures must be ac- 
cepted with reserve. 

® Average January-October. 

The trading position of four of the countries considered in the 
table — Bulgaria, Hungary, Portugal and Spain — ^was exceptionally 
favourable. In the majority of the minor trading countries not shown 
in the Table, trade has probably declined. Moreover, in countries oc- 
cupied by Germany, trade (particularly exports) has ceased to reflect 
commercial prpsperity. During 1940 and 1941 heavy stocks of raw 
materials and other goods were transferred from them to the Reich. 
The exhaustion of this source of supply did not reduce the drain 
upon the resources of the countries in question — on the contrary, as 
the economy of these countries was transformed to feed the German 
war machine, they had to supply an increasing flow of goods out of 

^ Import and export price indices are available only for certain of the countries 
in question. Table 16 gives such indices for Bulgaria and Switzerland. 
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their current production. The acceleration of this movement is re- 
flected in the figures of German clearing debts. According to a Ger- 
man calculation, these debts rose during the first year of war by 500 
million marks, during the second by 2,000 million and during the 
third (ending August 1942) by 4,700 million. According to another 
set of data the total debt outstanding was 5,000 million marks by 
the middle of 1941 and 9,000 million in the middle of 1942. The debt 
continued to rise in geometric progression for at least another year 
and was estimated at 21,000 million marks in September I 943 -^ 
From then to the end of August 1944 the debt to six countries alone 
rose from approximately 17,600 to 26,500 million marks. 

According to the Thirteenth Annual Report of the Bank for 
International Settlements, the clearing claims (almost exclusively 
on Germany) of eight countries — France, Belgium, Holland, Den- 
mark, Hungary, Roumania, Bulgaria and “Bohemia and Moravia” — 
amounted at the end of 1940 to 1,665 million marks, at the end of 
1941 to 5,845 million, at the end of 1942 to 11,510 million and in 
September 1943 to 18,045 million. Germany’s total clearing debt 
proper, calculated from the volume of foreign balances held at the 
V errechnungskasse and invested by it in Reich securities, amounted 
at the end of 1942 to 14,500 million marks, of which nearly half 
had accumulated during that year. 

In view of this increase in the German clearing debt, it is interest- 
ing to note that the combined exports of Germany (and Austria) 
are reported to have increased more than imports between 1938 and 
1943 (54% as against 37% )• The trade figures on which these per- 
centages are based are shown below: 


Reichsmarks ( 000,000,000^ s) 


Merchandise trade of 

1938 

1939 

1940 

1941 

1942 

1943 

Germany and Austria : 

Imports 

6.05 

4.8 

5.0 

6-9 

H 

8.26 

Exports 

S.62 

5.^ 

4.9 

6.8 

7.6 

8.59 

Import ( — ) or export (+) balance 

— 0.44 

4*0.4 

— O.I 

—O.I 

— i.i 

+0.33 


Note. The territory to which the above fibres refer expanded during the period 
considered as the result of German annexations. Deliveries of goods and war ma- 
terial made by Germany in the form of assistance to her allies are said not to be 
included in the export figures. 

The figures appear to support German statements to the effect that 
the increase in the clearing debt resulted not from a passive balance 
of merchandise trade but from other items, particularly the remit- 
tances to their home countries made by foreign workers in Germany 
out of their wages. Actually, it is difficult to account for the clearing 

^ Occupied Europe, German Exploitation and its Post^-War Consequences (Royal 
Institute of International Affairs; London ip44)« 
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debt in this manner. According to press reports, the remittances^ in 
question, from the beginning of 1940 up to the end of 1943, totalled 
1,300 million marks,^ or only a fraction of the debt.® Reference has 
also been made to the fact that Germany has delivered capital goods 
on long-term credit (that is, outside the clearing) to certain Euro- 
pean countries, but the indications are that such deliveries have not 
been very important. It will be observed, however, that no details are 
available concerning the nature of the goods included in the trade 
figures quoted above. Government transactions represented a very 
large proportion of German wartime imports and exports, and the 
reported balance of trade largely depends, of course, on the extent 
to which such transactions were included or excluded. German goods 
(for example foodstuffs) intended for consumption by German 
forces in the occupied countries were hardly an item of trade, but the 
indications are that at least in certain cases such deliveries were re- 
corded as exports ;* on the other hand, German purchases abroad of 
goods for use by German troops were not included in imports as long 
as the goods did not cross the German frontier. It should also be kept 
in mind that a large part of the German exports to the occupied 
countries consisted of goods intended, not to meet the requirements 
of these countries, but to increase their capacity for serving the 
Reich. 

Levies under the heading “occupation costs” were likewise avail- 
able in part for financing German imports. According to official Brit- 
ish statements, details of which are entered in Table 10, the charge 
on the chief occupied countries on account of this item up to the 
end of August 1944 totalled 61,500 million marks. By that time, 
the liberation of large areas of France, Belgium and Holland had 
greatly reduced the amount of tribute which Germany could collect. A 
year earlier, however, the annual drain upon the resources of the 
occupied countries in the form of occupation costs and clearing claims 
amounted to 22,500 million marks, or over $9,000 million at the 
official exchange rate for the mark. This amount corresponds to be- 
tween three and four times the annual “disinvestment” of oversea 
assets by the United Kingdom (whose population in 1939 was 47.8 
million as compared with a population of 99 million in the occupied 
countries), and it was only 23% less than United States lend-lease 

Excluding remittances to Holland and the “Protectorate,” as well as to the 
“General Government” during the last few months of 1943 which were effected by 
means of postal cheques. 

^ According to another German estimate, 2 billion marks. 

* Obviously, to the extent that the sums remitted were added to Germany’s 
clearing debt, they were not really transferred and the payments to the addressees 
had to be financed by the “receiving” countries.^ 

* Norway is known to have a debt on clearing account to Germany due to im- 
ports into Norway from Germany for the German army of occupation (fVorld 
Economic Survey, 1^41142, page 24). 



Table 15 

Levies on Certain Occupied European Countries and 
Clearing Debts to the Same Countries 

Reichsmarks (000,000,000’s) 


Clearing claims 
on Germany 



Occupation costs and 
other charges 

Total up 

to August Annual 

Total as 
of August 

Annual 
rate of 
increase 
August 


3ist, 1944 

rate 

31st, 1944 

1944 

r ranee 

35*3 1 


( 7-7 ) 

j 

Belgium 

5-7) 

0.7^ 

l 4 . 8 j 

( o.3« 

Netherlands 

8.6 

0.9a 

7.9 

i.ia 

Norway 

7.4 

1.7 

b 

b 

Denmark 

1.8 

1. 1 

1-3 

0.5 

“Protectorate” (Bohemia, Moravia) 

1.8 

0.3 

4.2 

1.9 

Slovakia 

c 

c 

0.6 

0.4 

Serbia 

0.9 

0.2 

b 

b 


— 

— 

— 

— . 

Total for above countries .... 

61.5 

4.9 

26.5 

4.2 

Ditto, in billion $^ 

24.8 

2.0 

10.7 

1.7 


*iThe figures have been adjusted downwards in order to make an approximate 
allowance for the effect of the liberation of large areas of France, Belgium, and the 
Netherlands. Eleven months earlier on September 30th, 1943) the annual in- 
crease for these countries was estimated at (figures in billion reichsmarks) : 

Occupation costs, etc. Clearing claims 


France 9.5 2.2 

Belgium 1.7 1.3 

Netherlands 1.2 1.9 


^ The balance in the clearing was in favour of Germany. It includes the equivalent 
of imports into Norway on account of the “Wehrmacht.” 

c Not available. 

^ Converted at the rate of i RM = $0.4033. 

Note. Source: Parliamentary Debates (House of Commons) October 26th, 1943 
(Vol. 393, No. 112), and October loth, 1944 (Vol. 403, No. 129). The source shows 
the amounts in reichsmarks and in sterling, converted at the rate of i RM = is. 6d., 
which is 25% less than the official exchange value of the reichsmark. In the above 
table, conversion to dollars has been made at the official rate. “Occupation costs and 
other charges” include levies imposed by Italy. “No allowance has been made in 
these figures for losses suffered by the U.S.S.R., nor for loot, nor for any destruc- 
tion to property or injury to persons.” Data for Greece are excluded. Levies up to 
the end of June 1943 are reported at 580 billion drachmae (no reliable conversion 
rate is known), with German demands varying from month to month and tending 
to rise steeply ; no recent information on the Greek clearing balance was available. 

The following information for certain areas not included in the above table refers 
to September 30th, 1943 : 


“General Government” (Poland) 
“Croatia” 


Reichsmarks (000,000,000’s) 

Occupation costs etc., Clearing Claims 

Sept. 30th, Annual Sept. 30th, Annual 

1943 'rate 1943 rate 

2.1 0,5 0.3 0.1 

0.3 0.15 


It is ^inted out, however, that in the case of Poland (as in the case of previously 
occupied areas of the U.S.S.R.), “exploitation largely took the form of loot the 
value of which cannot be assessed.” 

Occupation costs have been levied in Hungary since March 1944. The annual 
rate of such costs is believed not to have been less than a thousand million reichs- 
marks; in addition there was a German clearing debt to Hungary of about one 
thousand million reichsmarks. 
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aid in 1943. Indeed, the total drain in respect of occupation costs up 
to the end of September 1943, calculated in similar fashion, exceeded 
total United States lend-lease aid up to the same date by about 50%. 
If we take the value of total merchandise imports from all countries 
into Germany and Austria in 1938 as our standard of comparison, 
we find that the annua! increase of clearing claims alone slightly ex- 
ceeded this figure, and that the value (in marks) of annual occupa- 
tion costs was over two and a half times as great. 

At the time when German exploitation of western Europe was at 
its peak, however, German trade was already beginning to be affected 
by the change in the fortunes of war. Late in 1942 the area with 
which Germany could trade began to contract in the south and east. 

The loss of trade with French North Africa meant the drying up 
of an important source of foodstuffs and fertilizers for the Reich. 
In peace-time the surplus of foodstuffs of this area had been absorbed 
largely by France, but from the time of the Armistice in 1940 until 
November 1942 the great bulk had been diverted to Germany. The 
average annual export of wheat from French North Africa in the 
period 1930-38 (392,000 tons) corresponded to 70% of Germany’s 
annual net import of wheat during the same period ; and the area was 
a principal source of supply for wine, olive oil, grapes, citrus fruit 
and dates. It also furnished practically all the raw phosphate used by 
Europe. The Allied occupation of Sicily, Sardinia, and southern and 
central Italy further deprived Germany of supplies of foodstuffs 
(particularly citrus fruit) and minerals such as pyrites, molybdenum, 
sulphur, zinc, antimony and asphalt.^ 

In the East, vast areas with a surplus production of foodstuffs 
and raw materials were lost to Germany with the Russian advance 
in 1943 and 1944. According to German data issued in April 1944, 
the eastern regions then evacuated by Germany had during the period 
of occupation supplied the following quantities of goods for use by 
the troops of Germany and her allies and for consumption within 
Germany and other European countries : 

Tons 


Cereals .. 

Meat 

Fats 

Potatoes 
Fodder . . 
Petroleum 


7.000. 000 

675.000 

140.000 
2,700,000 

2.000. 000 

750.000 


In the early part of 1944 several non-belligerent countries were 
persuaded to reduce their deliveries of strategic products to Germany. 
Thus, Portugal discontinued her deliveries to Germany of wolfram 

^ On the other hand, the occupation of southern and central Italy by the Allied 
Powers probably reduced German deliveries of civilian supplies. Before that occupa- 
tion, Germany is stated to have sent over 300,000 tons of wheat annually to Italy. 



268 — 


ore, and Turkey hers of chrome ore; Spain reduced her exports of 
wolfram ore to a fraction of earlier sales, and Sweden agreed to cut 
her exports of ball bearings to Germany. Later in the year, Switzer- 
land consented to discontinue her exports of war materials. 

From the middle of 1944 the shrinkage of the German trading 
area was accelerated. The liberation of France and Belgium severed 
the Reich from trade not only with these countries but also with 
Spain and Portugal. Turkey and Finland broke off relations with 
Germany, while Roumania and Bulgaria switched from the position 
of satellites to that of enemies of the Reich; and as the railway con- 
nections over Yugoslavia with Greece were cut, German trade with 
the last-mentioned country came to a standstill. Later, as the fight- 
ing fronts moved closer to Germany, her trade with the greater part 
of Yugoslavia and Hungary was also cut off. The loss of trade with 
southeastern Europe deprived Germany of her chief external sup- 
plies of mineral oil, cereals, oil seeds, tobacco and many other prod- 
ucts. German trade with Sweden was practically discontinued in the 
autumn of 1944 as a result of measures taken by that country, and 
German trade with Norway was hampered by the suspension of all 
freight traffic through Sweden from and to Norway. 

Diagram 2 

Shrinkage of the German Trading Area 

The share in the combined trade of Germany and Austria in 1938 of the 
areas open to the trade of these two countries on the dates indicated below : 



The importance of these changes may be judged from the follow- 
ing figures for 1938. In that year the areas which were open to the 
trade of Germany and Austria at the beginning of November 1942 
accounted for approximately 52% of the imports and 64% of the 
exports of these two countries, while the areas open to their trade 
in December 1944 accounted for only about 17% of the imports and 
24% of the exports (Diagram 2). The figures suggest a decline in 
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the trade of Germany and Austria by about two-thirds over a period 
of less than two years. 

In the twelve months ending March 31st, 1944, Germany was able 
to import on balance 11.4 million tons of foodstuffs,^ or about 50% 
more than in 1938. These imports, as well as those of industrial raw 
materials, must have shrunk to small proportions in the course of 
the last half of 1944. The supply of industrial products was also 
curtailed, especially after the liberation of France and Belgium. Given 
the manner in which Germany had integrated the economies of the 
occupied countries into her own,* her domestic industrial production 
must also have suffered. The loss of France and Belgium was the 
more serious for Germany because the bulk of the supplies she ob- 
tained from these countries did not have to be paid for by German 
exports. Two-thirds of the total annual levies in the form of occupa- 
tion costs, clearing claims, etc., specified in Table 15 had been met by 
these two countries. 

During the two years preceding the liberation of France and Bel- 
gium, Germany lost ground in North Africa, Italy and the U.S.S.R., 
but was still able to keep, and in some instances tighten, her economic 
grip on the greater part of Continental Europe proper. There were 
indications, however, that the attempt to mobilize Europe’s economic 
power under German control was not wholly successful. In partic- 
ular, as prices in several European countries tended to rise, a con- 
siderable deterioration occurred in Germany’s terms of trade. This 
was felt mainly in transactions with southern and southeastern Eu- 
rope, but to some extent also in transactions with other European 
countries. Figures for German import and export prices are not 
available, but, given the extent to which Germany dominated the 
trade of Continental Europe, the general trend of price movements 
is likely to be correctly reflected in the improvement since 1941 in 
the terms of trade of countries such as Bulgaria and Switzerland 
(Table 16). 

This change resulted largely from the drain of goods in the direc- 
tion of the Reich, and from the inflationary effect in the exporting 
countries of advance payments to exporters on account of the un- 
settled clearing claims on Germany. Various measures were taken to 
diminish this inflationary effect. Thus, in Denmark public loans were 
issued to absorb the purchasing power resulting from payments to 
exporters, and a similar procedure was adopted in the Netherlands 
and in “Bohemia-Moravia.” In Belgium, part of the payments in 
question were effected in interest-bearing treasury certificates. In 
Hungary and Roumania, large amounts of the claims were absorbed 
by anticipatory orders for German goods to be delivered after the 

First Report to Congress on United States Participation in Operation of 
UNRRA, Imports are given at 12.9 million tons, exports at 1.5 million. 

2 Cf. World Economic Survey jg4il4^, pages 80-81. 
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Table i6 


Figures Illustrating Changes in the Terms 
of Trade of Bidgaria and Switzerland 


August 


Bulgaria i<)39 

(a) Import price index lOO 

(b) Export price index loo 

(c) i? as % of o 100 

. 1938 

Switzerland 

(a) Import price index 100 

(b) Export price index too 

(c) b as % of o 100 


« Approximate figures. 


August 

August 

June 

March 

1940 ' 

1941 

1942 

1943 

135 

179 

216 

178 

120 

138 

174 

190 

96 

77 

81 

107 

1941a 

1942 

1943 

1943 

4th qr. 

180 

216 

227 

238 

130 

161 

196 

20s 

72 

74 

87 

86 


war under special guarantee by the Reich. These two countries were 
also allowed, along with Bulgaria and Slovakia, to use part of their 
clearing claims on Germany for the repurchase of domestic securities 
in German hands — a move which contrasts with the policy of financial 
penetration which the Reich pursued during the early part of the war. 
Furthermore, Germany endeavoured to persuade her trading partners 
to stabilize their export prices; thus towards the end of 1942 she 
concluded reciprocal agreements to that effect with Bulgaria, Den- 
mark, Italy, Slovakia and Turkey. The results of this policy do not 
appear to have been satisfactory, since the stabilization of prices 
tended to discourage exports to Germany. The German clearing debt 
continued to rise in 1943, and it was stated^ that the bulk of the in- 
crease resulted from the rise in prices in certain countries. A proposal 
to correct the trend of price relationships by introducing a policy of 
“flexible exchange rates” (with a higher than the prevailing ex- 
change value for the mark) had to be discarded ; instead, a system of 
“elastic export prices,” varying according to the country of sale, was 
adopted by Germany. 

In the second half of 1942 import, and in some cases export duties, 
between Germany and German-controlled areas were for the most 
part abolished. Thus, Germany abolished import duties* on most 
goods imported from Belgium, Estonia, Denmark, France, Greece, 
Latvia, Lithuania, Hungary, Italy, Norway, Poland (“General Gov- 
ernment”), the Ukraine and Yugoslavia (except areas occupied by 
Bulgaria).® In certain cases, controls of trade through import and 

^ By the President of the Reichsbank at the bank’s annual meeting. 

* As from December 1st, 1942, in most cases. 

* "Bohemia-Moravia” had been incorporated in the German customs area on 
April 1st, 1940. Trade between Germany and . the Netherlands had been free of 
customs duties since the beginning of 1941, but license control continued until the 
autumn of 1942. 
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export permits were also abolished. In the circumstances, the meas- 
ures thus taken seem to have been of importance chiefly as tending to 
divert to Germany the trade which the German-controlled areas 
might otherwise have conducted with other countries. The so-called 
multilateral clearing system which Germany had instituted, continued 
during 1942 and 1943 to ’be of very limited practical value for trade 
among European countries.^ 

Recent trends in European trade may be further illustrated by 
data for individual countries, beginning with those under German 
occupation. 

From information in the press concerning the movement of quanti- 
ties and prices of the goods entering into French trade, it is possible 
to calculate approximate trade values for 1943 and the first five 
months of 1944 as follows: 

French francs (000,000,000) 
Foodstuffs Industrial Finished 


Imports raw materials Products Total 

1938 12.5 26.8 67 46.1 

1943 2.6 6.3 s.s 14.7 

1944 (Jan.-May) 0.9 2.0 2.2 5.1 

Exports 

1933 4-4 9-3 16.4 30.6 

1943 10.6 8.7 16.9 36.2 

1944 (Jan.-May) 5*i 3-i 10.3 18.5 


Import prices are estimated to have risen on the average between 
three and four times, and export prices about three times. The quan- 
tum of imports in 1943 was only 10%, and in the first five months 
of 1944, 7% of what it had been in 1938. The quantum of exports, 
on the other hand, was almost half what it had been, and, in the case 
of foodstuffs, it was even considerably above the 1938 level. For 
1941 and 1942 some information is available concerning the geo- 
graphical distribution of French trade: 

Francs (000,000,000's) 

Imports Exports 

1938 1941 1942 1938 1941 1942 

Germany, Austria and 


Belgium 6.4 . 8.9 6.1 . 20.9 

French oversea 

Territories 12.5 14.3 12.4 8.4 5.3 6.5 

Other countries 27.2 5.7 4.5 16. i 2.2 2.2 

Total 46.1 . 25.8 30.6 . 29.6 


The large increase in exports to Germany, Austria and Belgium 
reflects the draining away of French goods by Germany : it does so, 

^‘Tn actual practice, multilateral clearing so far has had little more to show 
than permits, given in isolated cases, to employ certain limited amounts for pay- 
ments in third countries.” (Bank for International Settlements, Armml Report, 
I942-43» P* 30.) 
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however, only incompletely, since in addition to exports proper there 
have been large deliveries of goods to German forces in France/ 
French imports fell off heavily in 1943 owing to the discontinuation 
of trade with French North Africa, which in 1942 had supplied 48% 
of the imports of metropolitan France. In the summer of that year, 

150.000 tons of cereals were obtained froifi North Africa to bridge 
the gap between French consumption and domestic supplies until the 
new crop became available. 

At least up to and including 1942, the terms of trade changed 
markedly in France’s disfavour, and a foreign trade compensation 
fund was established in 1942 with the object of lowering the high 
prices of certain imported products through subsidies financed out 
of levies on excess profits made by French exporters. The French 
clearing claims on Germany rose by 11,500 million francs (575 mil- 
lion marks) in 1941, by 30,000 million in 1942 and by 60,000 million 
in 1943. The amount outstanding at the end of 1943 was close to 

120.000 million francs; in August 1944 it exceeded 150,000 million 
francs. During the first ten months of 1943 clearing entries to the 
credit of France were piling up 4 1/2 times as fast as entries to the 
credit of Germany. In that year the bulk of the industrial output is 
reported to have been exported to Germany, or delivered to German 
armed forces in France. Moreover, in spite of the fact that France 
had been cut off from North African supplies, she was obliged to 
furnish the following quantities of agricultural products to Germany 
in 1943: 

Wheat 800, OCX) tons 

Oats 500,000 tons 

Meat 230,000 tons 

Potatoes 400,000 tons 

Cheese 100,000 tons 

Straw 400,000 tons 

Hay 450,000 tons 

Fats 25,000 tons 

Wine 3,500,000 hectolitres 


The following figures for Belgian trade show the effect of de- 
liveries to Germany on Belgium’s balance of trade up to 1942 : 


Proportion of exports taken 

by Germany 

Ratio of total exports to 

total imports 



1941 
per cent 

1942 

12 

72 

78 

91 

157 

261 


1 The Revtie de VEconomie Contemporaine for April 1943, from which the above 
figures for 1941 and 1942 are derived, suggests that the foreign trade turnover of 
France (including deliveries not entering into recorded exports) was approximately 
the same in 1942 as in 1938, le. 76,700 million francs. Total exports (in a wide 
sense) would accordingly have exceeded S^>»ooo million francs. 
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The total foreign trade of Belgium is reported to have fallen to 
half its pre-war value in 1942. In that year and the first nine months 
of 1943 Belgian clearing claims on Germany were accumulating at 
a rate of about 16,000 million francs (1,300 million marks) a year; 
in addition there was a considerable rise in Belgian credit balances 
with controlled “central clearing,” mainly on account of an excess of 
Belgian exports to France and Holland, which countries were unable 
to maintain their exports of foodstuffs to Belgium. In the first nine 
months of 1944 the aggregate Belgian clearing claims rose from 
24,000 to 44,000 million francs. 

Trade between the Netherlands and Germany was. made “com- 
pletely free” in 1942. This does not mean, however, that trade was 
thereafter governed by the market-price differences between the two 
countries ; in fact, it was found necessary to regulate trade by meas- 
ures affecting export prices in both the countries, and the price-con- 
trol order introduced in the Netherlands in December 1943 provided 
for the “equalisation” of export prices to bring them into correspond- 
ence with the German price level. After the “freeing” of trade, clear- 
ing advances to Germany continued to increase at a rate of 1,900 
million marks a year. At the same time trade between the Netherlands 
and several other countries declined. 

An agreement of September 5th, 1944, provides for a customs 
union of Belgium and Luxemburg with the Netherlands, to enter 
into force as soon as the governments of these countries have been 
reinstated. The union is temporary, but is intended to prepare the 
way for the eventual realization of a permanent customs union. 

Danish exports during the early part of the period under review 
suffered from the after-effects of a bad crop in 1941. Meat exports 
fell off by one-half in 1942. As crops improved and the livestock 
population could be increased, exports of animal foodstuffs again 
expanded in 1943, and the import balance of 156 million Kroner in 
1942 was turned into an export balance of 72 million in 1943. There 
was a still more rapid expansion in deliveries to Germany, as is 
shown by the fact that Danish clearing advances to that country rose 
by about 870 million Kroner in 1943 as against 263 million in 1942. 
Trade with other countries became increasingly difficult. 

The plight of the Baltic countries seems to have been similar 
to that of other areas controlled by Germany. It is reported that, as 
the result of external pressure, Estonia’s exports during the period 
of German occupation up to the middle of 1942 were 26 times as 
large as her imports. 

Greek trade was reduced to a fraction of its previous level. While 
Greece was still under Axis domination the exchange of goods with 
Germany was facilitated by the establishment of the “German-Greek 
Commodity Equalization Company” which subsidized exports out of 
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levies on imports. German deliveries of civilian supplies in 1943 
amounted to 34,200 tons valued at 87.4 million marks. From the 
early part of 1942 wheat and other foodstuffs, largely representing 
a gift of the Canadian and United States Governments, were 
sent to Greece on Swedish ships and distributed under international 
control. The rate at which such supplies were being delivered was 
later raised to over 30,000 tons monthly. By June 1944 over 300,- 
000 tons of wheat and 45,000 tons of other foodstuffs had been sup- 
plied in this way. 

Trade between Italy and Germany up to the middle of 1943 was 
maintained at a high level reflecting the degree of economic inter- 
dependence of the two countries. Germany’s difficulties in fulfilling 
her engagements had become very marked, however, in the course of 
1942 and the early part of 1943: thus, in March 1943 arrears in 
deliveries of coal and iron ore "^vere reported to have reached 42% 
of the quota that had been agreed upon for the previous six months. 
In consequence Italian advances to Germany on clearing account had 
risen to 7,000 million lire (about 920 million marks). In an attempt 
to remedy the situation, Italian exports of agricultural products to 
Germany had been reduced by half early in the year. In liberated 
Italy foreign supplies intended for urgent civilian needs have been 
furnished by the armed forces of the United States and the United 
Kingdom. By the middle of July 1944 the value of goods thus pro- 
vided exceeded $100 million.^ 

Up to the early part of 1944, Germany’s former satellites in south- 
eastern Europe maintained their trade on a relatively high level and, 
in contrast with German-occupied countries, were able to develop 
their exchange of goods with certain of the neutral countries of Eu- 
rope. Germany remained, however, their principal trading partner, 
and their economic situation was greatly affected by inflationary tend- 
encies released in part by the financing of advances to Germany on 
clearing account. The succession of short crops, which had led to a 
suspension of cereal exports in 1941 and 1942, was followed by a 
bumper crop in 1943. As cereal exports were resumed on a large 
scale, clearing claims on Germany increased rapidly and government 
control of trading transactions was tightened. 

Bulgaria agreed in 1943 to pay higher prices for German-manu- 
factured goods in compensation for a 60% rise in the export price 
of tobacco. Even before 1943 the National Bank of Bulgaria can- 
celled a portion of her clearing claims on Germany through the re- 
purchase of Bulgarian Treasury Certificates which had been handed 

^Report to Congress on Operations of the Foreign Economic Administration, 
September 25th, 1944, page 42. 
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over to German firms in payment for goods sold to Bulgaria on long- 
term credit.^ 

During 1941 and 1942 Hungary continued to put her surplus of 
cereals from the incorporated southern territories at the disposal of 
Germany and Italy (in the proportions of 60% and 40% respec- 
tively). The accumulation of clearing claims on Germany resulting 
in part from these exports was a dominating factor in trade. At- 
tempts were made to check the movement through the repurchase of 
domestic bonds in German hands for the amount of 238 million 
pengd (142 million marks) in 1942 and 1943, and through the plac- 
ing of prepaid Hungarian orders for German goods to be delivered 
after the war, in accordance with an agreement made with Germany 
in the middle of 1943. These steps proved inadequate; but in March 
1944, through her virtual occupation of Hungary, Germany gained 
economic control of the country and charged Hungary with the main- 
tenance costs for the occupying army. 

Roumania advanced large amounts to Germany on clearing account 
(17,600 million lei in 1941 and 15,400 in 1942, corresponding to 
225 and 204 million marks respectively) ; at the same time, however, 
certain German deliveries of capital goods were made on a long-term 
credit basis outside the clearing. After a temporary slackening during 
the greater part of 1943, due possibly to the repatriation of Rouma- 
nian Government securities in German hands, clearing claims began 
to rise again towards the end of the year when cereal exports were 
resumed and part of the goods which used to find a market in Italy 
were directed to Germany. Early in 1944 an agreement was concluded 
with Germany providing for the reduction of clearing balances by 
increased German deliveries of armaments. 

The trading position of Finland up to the autumn of 1944 was 
different from that of the three countries just mentioned. Finnish 
exports had declined even in value, and, whereas before the war 
Finland had for several years had an active trade balance, during 
1942 and 1943 her imports exceeded her exports by two-thirds. 
Foodstuffs had to be supplied largely by Germany and a clearing debt 
to that country accumulated, rising from 5,500 to 8,500 million mark- 
ka (that is, approximately 150 million Reichsmarks) in the course of 
1943. Service of the bulk of the considerable Finnish debt to Sweden 
was suspended late in 1943. 

Switzerland experienced growing difficulties in obtaining essential 
materials from abroad. Exports of watches, particularly to the United 
States, were comparatively large in 1943, but imports from oversea 
countries remained at a very low level, while those from southeastern 
Europe were checked by the high export prices of the countries in that 

iThe amount of such certificates in the hands ^ the National Bank amounted 
to 4,700 million leva at the end of 1941 and 8,600 million at the end of 1942. 
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area. Trade with Germany was affected by the breakdown of trade 
negotiations early in 1943 ; the provisional agreement finally reached 
provided for the progressive elimination of clearing debts. The decline 
in imports was very marked in the course of 1943. During the last 
quarter of that year the quantum of imports fell to 39% of the pre- 
war (1938) level, while that of exports stood at and an export 
surplus thus arose. For the year as a whole the import balance was 
only one-fifth of what it had been in 1942. The figures for both 
quantum and value in 1944, as shown in Table 17, indicate a further 
sharp drop in Swiss trade. The Allied landings in France interrupted 
Swiss transit traffic through France, and it was not until 1945 that 
this traffic was resumed. Switzerland’s trade with Germany was also 
curtailed in 1944. 


Table 17 

Switzerland: Foreign Trade Movements 


Price Index Quantum index Value in Swiss francs 
( 1938 = 100) ( 1938 = 100) (000,000’s) 



Imports 

Exports 

Imports 

Exports 

Imports 

Exports 

Import 

Balance 

1938 

100 

100 

100 

100 

1,607 

1,317 

290 

1941 

180 

130 

70 

85 

2,024 

1,463 

561 

1942 

216 

161 

59 

74 

2,049 

1,572 

477 

1943 

228 

196 

47 

63 

1,727 

1,629 

98 

1944 

234 

214 

32 

40 

1,186 

1,133 

53 


Spain and Portugal were able until the middle of 1944 to exchange 
goods with countries on both sides of the blockade line around Ger- 
man-dominated Europe. Their trade was highly profitable, largely 
because of the rise in the prices of the strategic products which they 
were in a position to supply. Their exports rose much more rapidly 
than their imports (c/. Table 9 above) and the growth of their for- 
eign currency holdings confronted them with unprecedented prob- 
lems with respect to monetary policy. Imports from the Argentine 
have compensated Spain for the low level of her domestic agricultural 
production since the time of the Civil War. The favourable payments 
situation has enabled her to redeem the bulk of her external liabilities 
and at the same time to increase her holdings of gold and foreign ex- 
change. An arrangement made late in 1 943 provided for the redemp- 
tion of the debt to Germany of 400 million pesetas (about 95 million 
marks) which she had incurred during the Civil War. In Portugal 
the recorded surplus of imports over exports which in 1938 rep- 
resented over half the import value^ has since 1941 been replaced by 
a surplus of exports; in 1943 this surplus was reduced on account 

^ Owing to the undervaluation of exports in Portuguese trade returns, this import 
surplus should not be taken as representing the real trade balance. 
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of larger imports of coal and wheat consequent on a decline in the 
domestic production of these commodities. In 1944 the trade of both 
Spain and Portugal was affected by the elimination of their exchange 
of goods with Germany. 

Unlike the other neutral European countries, Sweden experienced 
during the war a heavy fall in the total value of her exports. Ex- 
port credits to Gerfnany were withdrawn: the amount outstanding 
fell from 120 million kronor early in 1943 to 81 million at the end 
of the year and to 5 million in August 1944, the latter being due for 
repayment before the end of the year. The trade agreement with 
Germany for 1944 provided for a reduction in exports to that coun- 
try of iron ore from 10 to 7 million tons, and of ball-bearings by a 
half.^ German deliveries to Sweden of coal and coke were to be re- 
duced from 4.7 to 4 million tons. During the third quarter of 1944 
drastic restrictions on shipping* led to the almost complete cessation 
of Sweden’s trade with Germany, and in general with European 
countries south of the Baltic. Up to that time Sweden’s exchange 
with non-belligerent European countries had tended to increase at 
the expense of that with German-occupied countries. A minor portion 
of Sweden’s trade has been conducted with countries outside Con- 
tinental Europe, chiefly through the so-called safe-conduct traffic. 


Table 18 

Sweden: Geographical Distribution of Trade 


Percentage share of : 

1941 

Imports 

1942 

1943 

1941 

Exports 

1942 

1943 

Germany 

52 

44 

51 

41 

40 

43 

Switzerland, Spain, Portugal,.. 

5 

6 

9 

5 

10 

14 

Rest of Continental Europe . . , 

. 26 

27 

25 

42 

39 


Other countries 

17 

23 

15 

12 

II 

8 

Total 

. 100 

100 

100 

100 

100 

100 


In October 1944 Sweden granted a credit of 150 million kronor to 
Finland for rehabilitation, and undertook to deliver considerable 
quantities of foodstuffs and other necessities. Arrangements were 
also made for large similar deliveries on credit to Norway, Denmark 
and the Netherlands, to be tjiade after the liberation of these coun- 
tries. 

1 The export of ball-bearings to Germany was further reduced in June, and en- 
tirely discontinued in October 1944. 

* Cf. Chapter VII, page 287. 



CHAPTER VII 


THE TRANSPORT SITUATION 

When the last Survey was written in the autumn of 1942, the ship- 
ping situation of the United Nations had begun to improve after the 
severe strain to which it had been subjected by the heavy losses of 
merchant ships since the middle of 1940. Conditions were, however, 
far from satisfactory. The losses, though declining, were still high and 
had not by any means been made good by replacements. During the 
period which has elapsed since the autumn of 1942, the shipping situ- 
ation has taken on an entirely different aspect, owing both to a decline 
in losses and to increased production. 

The decisive period in the fight against the submarine menace ex- 
tended from the middle of 1942 to the middle of 1943 in the course of 
which shipping losses fell to a level at which they no longer constituted 
a major threat to United Nations shipping. The heavy losses suffered 
during the early part of 1942 along the United States Atlantic Coast 
were almost completely eliminated after the middle of that year.^ 

Table i 


Losses of Allied and Neutral Merchant Ships from All Causes {En- 
emy Action and Marine Risk) up to the End of 1943 


Number of ships lost : 

British 

United States 

Others; allied* 
neutral* 

Sept.-Dee. 

1939 1940 

158 728 

4 32^ 

17 201 1 

144 384 ! 

1941 

892 

61 

[ 466'’ 

1942 

782 

422 

5s6s 

1 90 

1943 

361 

234 

XS4 

63 

Total 

2,921 

753 

1,184 

900 

Total 

323 

L345 

1,419 

1,859 

812 

5,758 

Capacity of ships lost, in gross 
tons (ooo’s) : 

British 

498 

2,725 

3,047 

3,695 

1,678 

11,643 

United States 

3 

56 . 

150 

2,053 

1,049 

3,311 

Others: allied* 

90 

822 1 

[ 1,496'’ 

1 2,341 

837 

5,180 

neutral* 

344 

946 J 

1 249 

82 

2,027 

Total 

935 

4,549 

4,693 

8,338 

3,646 

22,161 


•Losses are recorded as ‘'allied*’ or “neutral” according to the status of the country 
under whose flag the vessel was registered at the time it was lost. In the earlier years 
of the war, therefore, losses of neutral ships include vessels sailing under the flags of 
countries which have subsequently become allied or enemy countries. 

‘’Allied ships lost in 1941, including those of the United States from the time she 
entered the war, numbered 344, measuring 1,299,000 gross tons ; neutral ships, includ- 
ing those of the United States before she entered into the war, numbered 183, measur- 
ing 347,000 gross tons. 

1 Losses resulting from enemy action on the sea-lanes stretching from Nova Scotia 
to Florida, it has been disclosed, amounted to only 3 ships during the 15 months end- 
ing September 1943; from July 1942 to May 1943 not a single ship was lost. 
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Protection of the sea-lanes across the North Atlantic met with certain 
difficulties which were not solved until the latter part of March 1943, 
when convoy losses in this traffic dropped dramatically by two-thirds. 
The proportion of ships lost in the North Atlantic and United King- 
dom coastal convoys was one out of every 181 ships which sailed in 
1941, one out of 233 in 1942, one out of 344 in 1943 ; in the last half 
of 1943 the proportion of losses had fallen to less than one in 1,000 
ships.^ The losses suffered by the American and British convoys on the 

Diagram i 

United States: War Risk Insurance Rates on Cargo on Selected 
Routes from Atlantic Ports 

A : to United Kingdom (west coast) 

B : to India (Calcutta) 

C : to South America (south of Paramaribo) 

D ; to Australia ( via Panama) 



^ Statement of the First Lord of the Admiralty, March 7th, 1944. 
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highly exposed route to Murmansk also declined sharply. Thus, the 
sinkings of United States ships carrying Lend-Lease goods to the 
U.S.S.R. on this route fell from the high figure of 12% in 1942 to 
one per cent in 1943. The total tonnage of ships lost by allied and 
neutral powers in 1943 was only 44% of what it had been in 1942, and 
was well below the figures for 1940 and 
The continued downward tendency is illustrated by the data for 
sinkings by enemy submarines which are not, however, responsible 
for all the tonnage lost. Of the total sinkings by submarines in 1943, 
47% occurred during the first quarter, 27% during the second quarter 
and 26% during the remaining two quarters. During the first seven 
months of 1944 allied losses through submarines were ‘‘almost negli- 
gible in comparison with former years.^'^ 

The increased security for shipping is reflected in the decline of war 
risk insurance rates on cargo (Table 2 ; Diagram i ) . Between August 
iSth, 1942, when the rates reached their peak, and December 15th, 
1944, the rates for shipments from United States ports to Europe, 
India, the Near East, Australia and Oceania, fell by between 87% 

Table 2 


United States: Percentage War Risk Insurance Rates on Cargo for 
Selected Routes and Dates, as Quoted by Commercial Underwriters"^ 



1941 

1942 



1943 



1944 



Dec.*^ 

March Aug. March 

June 

"octT 

Jan. 

June 

Dec. 

From Atlantic ports to : 










United Kingdom 










(west coast) 

7.5 

7.5 

10 

10 

7.5 

4 

3d 

1 . 5 ** 

0.75^ 

Egypt 

6c 

6 

30 

17.S 

10 

7 


4.0 

3.0 

Red Sea ports 

2.5 

5.5 

25 

15.0 

10 

7 

6 \ 

India (Calcutta) 

2 

10 

30 

17.5 

12.5 

8.5 

7.5 

4.0 

3.0 

Caribbean 

South America south 

0.075 

4 

15 

6 

4 

2 

0.75 

9.375 

0.25 

of Paramaribo 

Gulf of Mexico 

0.1 

4.5 

25 

10 

7 

4 

2.5 

I. 2 S 

0.5 

(Coastal) 

Australia, New 

0.05 

4 

15 

5 

4 

2 

0.75 

0.25 

0.15 

Zealand via Panama 

I 

6 

25 

12.5 

9 

5 

4 

2.0 

1.25 

From Pacific ports to : 










Australia, New 










Zealand 

0.75 

6 

7.5 

6 

5 

4 

3 

1.5 

t.o 

^ The Journal of Commerce and Commercial (New York). The rates refer to the 

middle c 


the month indicated. 

United States ships only, 
c Imports (exports 7.5%) foreign ships only. 

^ From Atlantic ports not south of Cape Hatteras. 


1 Statement of the Prime Minister in the House of Commons, August 2nd, 1944. 
Submarine warfare is reported to have flared into renewed activity in December ipiti 
but not so as to affect the low war risk insurance rates. 
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and 95%, to South America by 98%, and to the Caribbean and Gulf 
ports by 98-99%. 

The chief producer of new merchant ships was the United States, 
though there was a considerable output elsewhere, particularly in the 
United Kingdom and Canada. The spectacular increase in United 
States production from 1942 is shown in Table 3 and Diagram 2. 

Table 3 

United States Ship Completions, as Reported by the 
Maritime Commission 


In thousands of deadweight tons 


Quarter 

1939 

1940 

1941 

1942 

1943 

1944 

1st 

49 

107 

197 

779 

3,757 

4,116 

2nd 

92 

168 

286 

1.771 

5,056 

4,698 

ard 

109 

151 

280 

2,561 

5,019 

3,426 

4th 

92 

208 

325 

2,980 

5,406 

4,103 

Year 

342 

63s 

1,088 

8,091 

19.238 

16,343 


Diagram 2 

United States: Quarterly Ship Completions 
In millions of deadweight tons 
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Production of ships in the United States in 1941 though 60% 
higher than in 1940 had amounted to only i.i million deadweight 
tons/ In 1942, however, production rose to over 8 million, and in 1943 
to over 19 million deadweight tons. The United States thus became 
an important supplier of ships just at the time when shipping losses 
were rapidly decreasing. United States production in 1943 alone cor- 
responded to a fifth of the world^s merchant marine before the war. In 
the course of 1943 the rate of increase in United States shipbuilding 
slowed down. The tonnage produced in 1944 was 16.3 million dead- 
weight tons or 15% less than in 1943, and the production planned 
for 1945 is 13 million deadweight tons. 

The tonnage figures alone, however, are not an adequate reflection 
of the course of production, for the quality of the ships produced has 
improved. The rapid expansion up to the middle of 1943 had been 
made possible by the construction of so-called ''Liberty'^ ships of sim- 
plified design, suited to large-scale production, but with a speed of 
only II knots. In the fiscal year ending June 1943 such ships repre- 
sented 80% of the number of vships produced; but in 1943/44 the 
proportion of ‘‘Liberty” ships fell to 56% and there was a correspond- 
ing increase in that of faster ships, chiefly of the “Victory” type, with 
a speed of 15-17 knots. 

In the United Kingdom, in accordance with an agreement made 
with the United States, about 70% of the shipbuilding effort has been 
devoted to naval construction, including that of landing craft. “Re- 
pairs to merchant vessels absorbed more than half the manpower 
available for merchant work ; this was due to damage caused not only 
by enemy action, but also by the abnormal weather met with in the 
high latitudes frequented by convoys to and from North America and 
Russia. At one period the amount of merchant shipping in hand for 
repair was over 23^ million tons.”* Nonetheless, the merchant vessels 
completed in the United Kingdom from the beginning of the war to 
the end of 1943 totalled 4.7 million gross tons or 7 million dead- 
weight tons, equal to almost a fourth of the construction in the 
United States during the same period. Of this amount, 0.2 million 
gross tons were completed in the last four months of 1939, 0.8 million 
in 1940, 1.2 million in 1941, 1.3 million in 1942 and 1.2 million in 
1943. Recently, extended use has been made in British shipbuilding 
of modern pre-fabrication and pre-assembly construction methods. 

Canada is estimated to have launched 2 million gross tons (about 
3 million deadweight tons) between 1940 and the end of 1943* Early 
in January 1945 it was stated by the Canadian Minister of Trade that 

1 The figure for deadweight tonnage of average-sized ships exceeds that of gross 
tonnage by about 50%. 

2 Quoted from Statistics Relating to the War Effort of the United Kingdom 
(Cmd. 6564). 
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“when the Canadian programme is completed, as it will be within the 
next few months except for a few vessels, it will have turned out 
roughly 400 ships of various types, totalling around 2.7 million gross 
tons or 3.7 million deadweight tons.” 

Despite the reduction yi losses and the increase in production in the 
course of 1942, the United Nations merchant marine is estimated to 
have experienced a net loss of one million deadweight tons (approxi- 
mately 100 ships) during that year.* The information available sug- 
gests that the whole of this loss occurred during the first half of the 
year ; during the second half there appears to have been a net gain.’® In 
1943 the gain was very marked. By the end of November 1943, all 
the losses suffered by the United Nations since the beginning of the 
war had been replaced ; the tonnage of their merchant vessels had then 
reached the pre-war figure of 57 million deadweight tons. In view of 
the rate at which ships have been built during the past year the tonnage 
must have increased considerably since then. 

Besides the increase in the number of ships available, another source 
of improvement has been the shortening of shipping routes. Through 
their occupation of North Africa and Sicily between November 1942 
and July 1943 the United Nations gained control of the shipping lanes 
through the Mediterranean. The elimination of the long route round 
the Cape of Good Hope to the Middle East and India released more 
than 200 vessels (aggregating over 2 million deadweight tons) for 
other uses and greatly shortened the time required for shipping sup- 
plies. Early in 1945 the Black Sea was opened for Allied shipments 
and the supply route to the U.S.S.R. thus greatly shortened. Advan- 
tages for shipping between certain Atlantic ports were obtained when 
Portugal agreed in the autumn of 1943 to the British request for 
temporary use of naval and air bases in the Azores. In the Pacific 
certain shipping routes were shortened as a result of the advance of 
United States forces. 

The rapid increase in the mercantile tonnage available and the short- 
ening of shipping routes does not necessarily imply that the United 
Nations’ shipping problem has been solved, The major military cam- 
paigns undertaken simultaneously in western Europe and in the 
Pacific caused an acute strain on the shipping situation in the latter 
part of 1944. In August 1944 about 5 million deadweight tons of ship- 
ping under the United States flag were engaged in various shuttle 
services within the three principal war areas. The following figures 
show how the United States War Shipping Administration, which is 

1 According to a statement by the United States Navy in April 1943. 

® This is implied by an official statement to the effect that during the six months 
from August 1942 to January 1943, inclusive, the United Nations joint mercantile 
fleet had grown by million deadweight tons. 
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in charge of 95% of the United States merchant marine, allocated the 
tonnage under its control in 1942 and 1943.^ 

1942 and 

early part End of 

of 1943 1943 


. % % 

“Army cargo” 41 49 

“Navy cargo” 13 10 

Lend-Lease material and commodities 30 29 

Essential raw materials and civilian necessities for the 

United States 16 12 

Total 100 100 


. As little as 16% was thus engaged in carrying “essential raw mate- 
rials and necessities for the United States” in 1942 and the early part 
of 1943, and the figure had fallen to 12% at the end of 1943. But 
owing to the growth of the fleet, this 12% carried a greater volume 
of cargo than the 16% had transported a year earlier. Nonetheless, in 
August 1944 the shipping situation, according to the Chairman of the 
United States Maritime Commission and War Shipping Adminis- 
tration, was “extremely tight” and would continue to be so through- 
out the third quarter of the year and probably throughout the fourth 
quarter. In fact, the shortage of shipping space was still very acute 
in the early months of 1945, and made it difficult to supply the liber- 
ated European countries with urgently required overseas products. 

The necessity for husbanding the available shipping facilities is 
reflected in the measures taken to perfect the co-ordination of sea 
transport among the United Nations. In an agreement concluded on 
August 5th, 1944, eight United Nations Governments^ undertook “as 
a common responsibility the provision of shipping for all military and 
other tasks necessary for, and arising out of, the completion of war in 
Europe and the Far East and for supplying of all the liberated areas 
as well as of the United Nations generally and territories under their 
authority.” The allocation of shipping is to be determined by a central 
authority consisting of a council (United Maritime Council) and an 
executive board (United Maritime Executive Board). The arrange- 
ment provides also that ships of all flags performing the same or 
similar services shall charge the same freight rates, and that ships 
must be employed as required without regard to financial consider- 
ations. 

As the shipping situation of the United Nations is so largely gov- 
erned by military requirements, it naturally evades an analysis con- 
fined to the economic aspects of ocean transportation. The same is true 
for other forms of transportation, which have been in large part 

lU.S. War Shipping Administration, Report 1942-1943 (US, Merchant Marine 
at War), 

2/.^., those of Belgium, Canada, Greece, the Netherlands, Norway, Poland, the 
United Kingdom and the United States. 



mobilized for war purposes. A few indications will suffice, therefore, 
to indicate the general trends in transport by rail and road. 

In the United States rail traffic and commercial road traffic have 
greatly increased, in spite of the more extensive use of pipe lines for 
the transport of oil from Texas to the Atlantic Coast.^ As the follow- 
ing table shows, the volume of rail traffic in 1944 was about 2j4 
times its pre-war level, and inter-city motor traffic by trucks and 
buses had risen almost as much. 


T able 4 

United States: Indices of Volume of Transportation 
(1935-1939 average = 100) 




Rail traffic 


Inter-city motor traffic 

Air 

Oil and 

Combined 

Period 

Goods 

‘ Passen- 

Total 

*‘For hire*' 

Buses 

Total 

Traffic 

gas pipe 

index** 



gers 


trucks 




lines 


1938 

90 

98 

91 

lOI 

105 

102 

112 

106 


1939 

104 

103 

104 

1 14 

104 

112 

142 

no 

106 

1940 

115 

108 

1 14 

130 

no 

125 

198 

117 

117 

1941 

146 

133 

145 

172 

143 

165 

259 

130 

142 

1942 

194 

244 

200 

190 

214 

195 

315 

149 

179 

1943 

219 

400 

240 

211 

279 

227 

425 

189 

214 

1944 

223 

434 

247 

210 

291 

229 

580 

252 

224 


* This index rose much more than that of freight car loadings (which stood at 138 
in 1943), owing to an increase in the average load as well as in the average haul. 

" Including certain types of transportation not considered in the previous columns 
(local rail transit and water-borne domestic traffic). 

The larger volume of railway traffic was handled with an equipment 
substantially the same as before the war. Thus, in 1943, there were 
5% fewer freight locomotives than in the first half of 1939, only 6% 
more freight cars, 13% fewer passenger locomotives and 1% fewer 
passenger cars. Motor-truck transportation has increased in spite of 
the fact that the number of trucks in operation, amounting to about 
5 million late in 1941, had been reduced by about 8% two years later. 

Railway traffic in the United Kingdom, again largely in connection 
with the war effort, has also increased considerably since 1939, as the 
following table shows. 

Road traffic by private motor cars has very greatly declined. The 
number of such cars licensed fell from 2 million in August 1939 to 
700,000 at the beginning of 1944, and the amount of motor spirit used 
by private cars is only about an eighth of what it was before the war. 
The number of passengers carried by buses has increased by almost 
a fifth, and the number of passenger miles of bus traffic by a third. 

1 The so-called "Big Inch" line came into operation in August 1943 and the second 
line early in 1944; together these lines have an operating capacity of 5^,000 barrels 
daily, or over one-third of the volume of oil transported to the Atlantic Coast before 
the war. IJp to 1942, 95% of the oil was sent by tankers. 
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Table 5 

Traffic on Main-line Railways in Great Britain 



Passenger traffic 

Number of 

journeys Passenger 

(000,000’s) miles 

Freight traffic in ton miles 
(000,000’s) 

. Coal, coke 

Merchan- and patent 

disc Minerals fuel 

1935-38 (average) 

1,177 

, 

. 

3.182 

8,295 

1938-39 


, 

S.192 

1942 

i,i6i 

, 

8,593 

5,279 

9.951 

1943 

Increase from 

1935-38 (1938-39) 

1,268 


9.659 

5,355 

9,343 

to 1943 

8% 

60% 

86% 

68% 

13% 


This is in spite of restrictions which, for instance, in 1941 reduced the 
total mileage of bus routes by 40%. Inland waterways carried almost 
the same tonnage in 1943 as before the war. 


In Canada the number of ton-miles of goods carried by rail more 
than doubled between 1939 and 1943, while the number of passengers 
increased 3/4-4 times. 

The transport system of the Soviet Union has successfully per- 
formed the gigantic task of supplying the Soviet armies engaged in 
recovering the territories occupied by Germany. Important arteries of 
communication were freed after the battle of Stalingrad, beginning 
with the restoration of shipping on the Volga, which normally ac- 
counts for half the inland water traffic of the U.S.S.R. As the front 
moved westward, railways which had been largely destroyed during 
the retreat and then converted by Germany to European standard 
gauge had to be restored and reconverted.' Lend-Lease supplies re- 
ceived from the United States which contributed to the Russian suc- 
cess included, up to December i, 1944, 362,000 motor vehicles, 1,045 
locomotives, 7,160 flat cars, 1,000 dump cars, 100 tank cars and 
478,000 tons of other railway equipment. In spite of obvious difficul- 
ties, the Soviet Union has continued to extend its railway net behind 
the front lines. Among the achievements of 1943 may be mentioned 
the completion of the North Pechora railway of 1,847 kilometres, 
linking the central part of European Russia with the arctic region. 

The position of German-controlled shipping has rapidly deterio- 
rated since the Allied Powers obtained supremacy in the air over 
western Europe and control over the greater part of the Mediter- 
ranean. Heavy losses were incurred in the process of shipping sup- 
plies to the German and Italian forces in North Africa up to the early 

1 Of late, the gauge of Soviet rolling stock is reported to have been changed so as 
to permit its use on the standard gauge railways of the west. 
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part of 1943/ According to an estimate by the British Admiralty, the 
volume of German and Italian shipping sunk or damaged by surface 
ships, submarines, planes and mines during the 46 months of war up 
to the end of 1943 exceeded 10 million gross tons,* of which 
million were sunk or d£\piaged in the course of 1943. The total ton- 
nage lost or damaged was well in excess of the aggregate tonnage of 
German and Italian ships at the beginning of the war ( 7^4 million 
gross tons). It should be observed, however, that Germany had in the 
meantime gained control of a considerable amount of foreign ship- 
ping through her occupation of various European countries. It is 
reported that Germany had to resume the construction of cargo ships 
in order to maintain communications with northern Norway, when, 
in the summer of 1943, Sweden no longer permitted the transit by 
land of war material for German forces in Norway. The pressure on 
German shipping in 1944 was increased by the tightening of the Brit- 
ish blockade (as, for instance, through the imposition of the embargo 
on shipping through the Bay of Biscay in February), by the intensi- 
fied bombing of German ships and ports, and by a series of measures 
taken by Sweden. The last included (i) the suspension of the remain- 
ing (civilian) transit between Norway and Germany through Swe- 
den (in September) ; (ii) the suspension through the withdrawal of 
Government war risk insurance (in August) of traffic by Swedish 
ships calling at German ports; and (iii) the closing of all Swedish 
ports on the Gulf of Bothnia and the Baltic Sea to foreign shipping 
(in September).* 

Traffic by rail and road in Continental Europe was affected by 
German attempts to coordinate and direct the various national trans- 
port systems in the service of the German war effort. The control 
over goods transported by rail between southeastern Europe and 
“Greater Germany” as well as western and northern Europe, was 
vested in special agencies (Frachtenleitestellen) with headquarters in 
Berlin, and the control of , railways in Germany and the occupied 
countries was exercised, in large measure, through the same or similar 
regulations. 

Increased commercial or military traffic called for new road and 
railway construction in certain parts of German-dominated Europe. 
Strategic railways were built in Poland, Norway and occupied areas 
of the Soviet Union (thus, one line linked the Crimea with Kherson 

^ In his speech of May ipth, 1943, before the United States Congress, Prime Min- 
ister Churchill indicated that the “African excursion” has cost Germany and Italy 
2.4 million gross tons of shipping. 

* As mentioned earlier, a given number of gjross tons is normally equivalent to an 
approximately 50% greater number of deadweight tons. 

• Since, at the same time, access to ports on the Swedish West Coast was in large 
measure blocked by Swedish minefields, Sweden’s trade with Germany practically 
came to an end. 
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by way of the Perekop Isthmus). In Bulgaria a number of new rail- 
ways were constructed and others double-tracked. In Denmark certain 
railway lines were double-tracked to handle the increase in traffic due 
to the more extensive use of domestic fuel (as imports of coal were 
reduced) and to the reduction in road transpprt. In France and else- 
where a few railway lines were electrified in order to save coal. On the 
whole, however, railway construction and maintenance were neglected 
in western Europe, and the rolling stock, particularly of France and 
Belgium, was reduced. A large part of it was taken over by Germany 
for use chiefly in the areas occupied by her in Eastern Europe. To the 
losses from this cause were added those due to wear and tear and, 
particularly after the middle of 1943, to air bombardment. The 
French State railways, which now embrace the major part of the 
French railway system, record reductions up to September 1943 of 
30% in the number of locomotives (40% in the case of heavy loco- 
motives), 53% in the number of freight cars and 36% in the number 
of passenger cars. During the last few months of 1943 and the early 
part of 1944 the reduction continued at an accelerated pace and at the 
time of the liberation of France the number of serviceable locomotives 
had fallen to 24%. In Belgium the depletion of rolling stock had gone 
even further than in France — in the middle of 1943 only a third of the 
freight cars remained. Even the rails of existing railways are reported 
to have been transported from France and Belgium to the Eastern 
front. In Belgium, 375 out of 3,200 miles of track had been removed 
by the end of 1942. 

The whole of Germany’s need for railway equipment could not be 
met in this way, and late in 1942 the production of locomotives in 
Germany had to be increased. The existing 119 types of locomotives 
in production were reduced to 13 standard types, of which the manu- 
facture on a large scale afforded substantial savings of materials, par- 
ticularly copper and tin, as well as of labour. Locomotive production 
is said to have risen in May 1943 to a level three times higher than 
the monthly average for 1941. It is reported that the process of man- 
ufacturing railway cars was standardized and simplified. Various 
measures were taken to economize existing transport facilities : max- 
imum haulage distances were fixed for certain goods, efforts were 
made to produce certain goods (as for instance beer and flour) in or 
near principal consumption centres ; and civilian passenger travel over 
longer distances was further reduced and made subject to authoriza- 
tion in each case, etc. 

The volume of railway traffic in Germany increased up to 1943. In 
1941, the ton-mileage of goods traffic was 32% higher than in 1940; 
later increases are reflected (given the fact that rates and fares have 
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been constant) in the figures for the receipts of the German State 
railways : 

Reichsmarks (ooo,ooo*s) 

Receipts on account of : 1941 1942 1943 

Passengers and luggage 3,250 4,032 5,261 

Goods ’ 5,283 5,186 5,663 

In the course of 1944, railway traffic in Germany was, however, in- 
creasingly affected by Allied air attacks, even though the retreat of 
the German armies seems to have led to a numerical increase in rolling 
stock inside Germany's frontiers. 

In France, despite the reduction in rolling stock, the ton-mileage 
of goods traffic on the State railways was greater in 1942 than in 
1938. This was due to an increase in the average load per car and in 
the average length of haul. The number of passengers carried had also 


risen. 

Daily car 
loadings 

Average 
load per 
car, tons 

Goods in 
tons 

(000,000’s) 

Ton-miles 

(000,000’s) 

Passengers 

(000,000’s) 

1938* 

37,560 

9 

IIS 

24 

540 

1942 

25,860 

13 

102 

27 

580 

1943 

21,920 


. . . 

. . 

. . . 


• Excluding Alsace-Lorraine. 


Figures of this kind, however, must be considered in the light of 
the fact that a large part of the transport facilities in the occupied 
countries were more or less directly in the service of Germany — ^first 
for supplying German military forces stationed in those countries, and 
secondly for transporting goods to Germany. The volume of railway 
traffic serving the interest of the occupied countries was reduced, not 
only because of the lack of sufficient equipment, but also because of 
the growing scarcity of fuel. Thus, in France, the number of trains in 
use was further reduced in November 1943, and at the same time 
restaurant- and sleeping-car service was discontinued. On the Belgian 
State railways commercial freight traffic declined to 62% of its 1938 
volume in 1942 and 56% in 1943. The total freight traffic (including 
that for the occupying forces) as well as the passenger traffic was 
maintained approximately at its pre-war level. 

The severe restrictions on non-military traffic in Germany and the 
countries occupied by her reflects the degree to which transport facili- 
ties were strained in the areas concerned. In the occupied Russian 
territories the lack of equipment made it necessary to divide the rail- 
ways into minor zones, each with its own locomotives — an arrange- 
ment which did not permit rapid through traffic and was in obvious 
contradiction to the declared policy of railway integration.^ 

^ Herbert Block, “European Transportation under German Rule," in Social Re- 
search, May 1944. 
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In some ways, the loss of the territories in question tended to 
relieve the German transport situation. But the simultaneous intensi- 
fication of the war and its spread to new fronts more than offset any 
gain resulting from the shortening of supply lines. The bombing 
of railway installations and rolling stock, particularly from the au- 
tumn of 1943, greatly hampered traffic in certain parts of Germany, 
Belgium, Italy and northern France. Road traffic was affected by the 
growing shortage of motor fuel. The shortage of rubber tires was 
another limiting factor which explains why little progress was made 
during the period in using ‘^producer gas'^ as motor fuel. Traffic on 
inland waterways has also been adversely affected by military opera- 
tions. Thus, in April 1944, the Danube was so successfully mined by 
allied aircraft that traffic on the river had to be temporarily suspended. 
By an arrangement with the Allied powers, Switzerland suspended 
the transit traffic in coal and iron between Germany and northern 
Italy early in 1945. 

In certain of the areas wrested from German domination, economic 
activities were to a large extent paralyzed as a result of damage to 
transport facilities. In Belgium, the canal system suffered heavy dam- 
age. In many parts of France, the destruction of bridges, stations, 
repair shops and other installations made railway traffic for a time 
almost impossible. Some of the damage, however, particularly in the 
case of railway bridges, was quickly repaired, and in February 1945 it 
was stated that the Allied authorities had brought to France 1,500 
steam locomotives, 3,000 Diesel locomotives and 26,000 freight cars. 

In southern and central Italy the systematic destruction of electric 
power plants and transmission lines by the retreating German troops 
paralyzed the transport system, since the Italian railways depend on 
electricity for most of their power supply. 

The transport situation in Free China has remained extremely 
difficult. But the closing of the Yunnan-Burma highway as a result of 
the Japanese occupation of Burma in May 1942 has not entirely cut 
the country off from foreign supplies. Goods have continued to enter 
by air and by road. It is reported that the ‘‘American air highway^’ 
from India to Yunnan province in China carries “far more tonnage 
than was ever delivered or was likely to be delivered, in measurable 
time, over the Burma road.’'^ Simultaneously the work on new land 
connections of strategic importance has been pushed. Thus, a pipe line 
for the delivery of petrol has been laid from Calcutta up the Brahma- 
putra Valley through Assam into North Burma and is being extended 
into the central Yunnan area in China. When completed, this pipe line 

1 Statement by Prime Minister Churchill in his review of the war in the House of 
Commons on August 2nd, 1944. — The amount of goods carried over the Burma road 
before April 1942 seldom exceeded 15,000 tons monthly {Sixteenth Report to Con-- 
gress on Lend-Lease operations^ page 33) . 



— 291 — 


will be the longest in the world — nearly 2,000 miles. Through the 
cooperation of the Allied powers, a supply route to China has been 
arranged by way of Iran and the Soviet Turkestan-Siberian railway. 
At the end of January 1945 a new land road from Ledo in India over 
northern Burma was linked with the upper stretch of the so-called 
“Burma Road.” Internal transport is very inadequate in Free China, 
which even before the recent Japanese advance along important rail- 
ways in central and southern China included only 15% (3,000 kilo- 
metres) of the total Chinese railway system. Efforts have been made 
to improve and extend existing transport facilities, but a great set- 
back was suffered when Japanese forces gained control of the greater 
part of the Canton-Hankow railway in the autumn of 1944 and vir- 
tually cut Free China in two parts. 

As was indicated in the previous Survey, Japan’s shipping losses 
during the early part of the war in the Pacific were largely offset by 
gains resulting from the chartering, seizure and salvage of non- 
Japanese ships. In March 1943, however, the United States Secretary 
of the Navy stated that, out of an estimated total of 6.4 million gross 
tons of Japanese shipping in 1941, between a fourth and a third had 
been destroyed by United States forces, and that replacements had 
accounted for only about half of the loss, so that a net loss of 14% 
was likely to have occurred. In September 1943 the Secretary of the 
Navy stated that a third of the Japanese tonnage of 1941 plus replace- 
ments (which by then amounted to i)4 million gross tons) had been 
sunk. Accordingly the net loss by that time must have risen to over 
20%. Since then Japan’s shipping situation has gone from bad to 
worse. She has been losing ships at an increasing rate — average 
monthly sinkings of Japanese vessels (including warships) by United 
States submarines alone rose from 10 in 1942 to 20 in 1943 and 42 
in the first eight months of 1944. Late in December 1944 the United 
States Secretary of the Navy announced that sinkings of Japanese 
merchant ships by United States submarines since the beginning of 
the war exceeded 3)4 million deadweight tons. As American naval and 
air bases in the Pacific have moved nearer to the Asiatic mainland, not 
only has Japan’s commercial intercourse with southeastern Asia been 
in large part paralyzed, but her ships have had increasing difficulty in 
supplying her military forces in this area. 

At the same time, however, the Japanese advance along important 
railway lines in China has opened new though by no means adequate 
supply routes overland. Early in December 1944 the distance of less 
than 100 miles between Nanning and the terminus of the Indo-China 
railway system represented the only gap in a Japanese supply corridor 
stretching from Manchuria to Singapore. 

In considering the changes in the world’s merchant marine as a 
whole, it is interesting to note that the amount of merchant tonnage 
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sunk during the war up to the end of 1943 may have exceeded half the 
world tonnage of 65 million gross tons or approximately 100 million 
deadweight tons at the beginning of the war. The tonnage of new 
ships launched during the same period was probably well below the 
shipping losses, and though the world’s mercantile marine increased 
during the first nine months of 1944, it may still be smaller than it 
was before the war. The distribution of the total world tonnage among 
nations has changed greatly. The United States merchant tonnage, 
which before the war represented only one-eighth of that of the world, 
has increased both absolutely and relatively. The tonnage of the ships 
controlled by the United States War Shipping Administration, and 
comprising, as was mentioned above, the great bulk of the United 
States merchant marine, rose from less than 12 million deadweight 
tons in February 1942 to almost 30 million at the end of 1943 and 
over 35 million in the middle of 1944. The mercantile marine under 
the British flag, which before the war represented 17^ million gross 
tons (about 26 million deadweight tons) had by the end of 1943 fallen 
to 15)4 million, or rather, if allowance is made for ships which in due 
course will be returnable to other flags, to 13^ million (about 20 mil- 
lion deadweight tons) — a decline of 23% since the beginning of the 
war. The merchant tonnage of the countries of Continental Europe, 
which before the war represented two-fifths of the world tonnage, 
appears to have shrunk by half at the end of 1943. The losses are not 
confined to ships in German-controlled trade; countries such as Nor- 
way and Greece, which have been able to engage the bulk of their fleets 
in traffic outside Europe between United Nations ports, have suffered 
extremely heavy losses, and replacements have been inadequate. 
Canada and a number of Latin-American countries have increased 
their merchant marine and even Switzerland has acquired a number 
of ocean-going ships. 
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ANNEX: Qtiarterly Merchandise Trade, continued 
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ANNEX : Quarterly Merchandise T rode, continued 
Million U.S.A. Dollars. Special Trade. 

2. Continental Europe (excluding U.S.S.R.). 

Quarterly Average I 1943 







RECENT PUBLICATIONS OF THE ECONOMIC, 
FINANCIAL AND TRANSIT DEPARTMENT 


ECONOMIC AND FINANCIAL COMMITTEES: REPORT TO THE 
COUNCIL ON THE WORK OF THE JOINT SESSION 

LONDON, APRIL-MAY 194S-PRINCETON, N.J.. U.SA., AUGUST 194s 

This Report sets out the views of the Committees on the broad problems of post-war relief and 
reconstruction and describes the programme of work, designed to assist in the solution of certain 
of these problems and the formulation of post-war economic policies, which has been under- 
taken by the Economic and Financial Organization of the League. 

(L.OJ^J*. 1942.II.A4) 23 pages paper bound i/- $0.25 


ECONOMIC AND FINANCIAL COMMITTEES: REPORT TO THE 
COUNCIL ON THE WORK OF THE JOINT SESSION 

PRINCETON. N.J.. U.S.A.. DECEMBER 1943 

A review of the analyses of post-war international economic problems that are being carried 
out .by the League services at Princeton, N.J. Among the questions considered are the conditions 
of successful post-war economic policy, post-war monetary policy, problems of foreign investment, 
and the relations between the League services and UNRRA and the Interim Commission on Food 
and Agriculture. Special attention is paid to post-war international trade policy. 

An appendix to the Report contains the conclusions to the nine studies on post-war economic 
problems already published by the League. 

(L.O.N.P. i944.n.A.i) 81 pages paper bound 2/6 $0.50 


THE TRANSITION FROM WAR TO PEACE ECONOMY 

Report of the Delegation on Economic Depressions — Part I 

This first part of the report is an attempt to map out the methods and measures, both domes- 
tic and international, by which a smooth transition from war to peace economy and the main- 
tenance of production and employment after the war may be facilitated. 

(L.O.N.P. 1943.11 A.3) 118 pages paper bound 4/6 |i.oo 

cloth bound 6/- $1.50 


ECONOMIC STABILITY IN THE POST-WAR WORLD: 

The Conditions of Prosperity after the Transition from War to Peace. 

Report of the Delegation on Economic Depressions — Part II 

This second part of the report is concerned with the longer-term problem of securing 
economic stability and the fullest use of productive resources once these resources have been 
readapted to peace-time requirements. It is divided into two sections; the first ogives a general 
description of the nature and mechanics of depressions; the second, which ends with a chapter of 
conclusions, is concerned with policies for securing a high and stable level of employment. 

(L.O.N.P. 1945.ILA.2) 319 pages paper bound 10/- $2.50 

cloth bound 12/6 is.oo 

RELIEF DELIVERIES AND RELIEF LOANS, 1919-19«8 

This study deals with the organization of government relief activities after the last war; the 
work done by charitable organizations; the cost of communal feeding; the composition of the 
meals provided to the undernourished children of Europe; the connection between relief and social 
and financial stability; the fate of relief loans; the effect of relief deliveries on the price and stock 
situation in the United States, etc. It also contains a series of oonclustqns based on the evidence 
afforded by this piece of history. 

i943.11ji.i) da pag(» paper bound g/d |i.oo 



EUROPE’S OVERSEAS NEEDS, 1919-19a0, AND HOW 
THEY WERE MET 

The purpose of this study, which is a companion to “Relief Deliveries and Relief Loans, 
1919-23,“ is to consider what were the effects of the lack of any poUq of reconstruction after the 
l^t war and how and to what extent, in the absence of concerted action, Europe was able to 
provide itself with the raw materials and other essential goods it needed. The ^st-armistice 
situation is briefly described, the value and the kind of purchases effected, both by the Continent 
of Europe as a whole and by various regions, are shown and an estimate is made of Europe's 
balance of payments during me two years 1919 and 1920. 

(L.O.N.P. 1943.II.A.6) 52 pages * paper bound 2/8 I0.50 

AGRICULTURAL PRODUCTION IN CONTINENTAL EUROPE 
DURING THE 1914-18 WAR AND THE 
RECONSTRUCTION PERIOD 

The major purpose of this volume is to consider what were the causes bf the slow recovery of 
European agriculture after the last war and whether those causes are likely to ref^t themselves 
after this war. In addition it examines the trend of agricultural production in Continental Europe 
and the U.S.S.R. during the last three decades. 

(L.O.N.P. 1943.IIA.7) 122 pages paper bound 7/6 $1.75 

cloth bound io/> $2.25 

INTERNATIONAL CURRENCY EXPERIENCE 

A survey of international monetary relations between the two wars, designed particularly to 
bring out conclusions of Value for the task of reconstruction after the present war. 

This study examines the operation and breakdown of the gold and gold exchange standards, 
the use of gold reserves and foreign balances for international settlements, devaluations and 
fluctuating exchanges, the emergence of currency groups such as the sterling area and the gold 
bloc, the trend of central banking practices and domestic credit fmlicies generally, the rise of 
exchange stabilization funds, exchange control and bilateral clearing arrangements, etc. 

(L.O.N.P. i 944.II.A^) 249 pages paper bound 12/6 $2.75 

cloth bound 15/- $5^85 


URBAN AND RURAL HOUSING 

This volume contains a comprehensive account of the methods employed in a number of coun- 
tries for improving housing conditions, with special reference to the cost involved and the results 
obtained. It is of particular interest at the present time, since it deals largely with housing prob- 
lems after the war of 1914-1918 and the attempts made to solve those problems in various coun- 
tries up to the outbreak of hostilities in 1939. 

The countries dealt with are: Belgium, the United Kingdom, Canada, Denmark, Finland, 
France, the Netherlands, Norway, Sweden and the United $tates of America. 

(L.O.N.P. 1939.ILA.2) xxxvi + 159 pages paper bound 3/6 |o.8o 


THE NETWORK OF WORLD TRADE 

The purpose of this volume is to analyse trade from a universal point of view, as it existed 
before the outbreak of the present war. It deals with the relative importance of the trade of the 
various trading areas, the nature of the goods entering into trade, me dependence of the areas 
upon one anomer as buying and selling markets, and the network of trade channels that connect 
the groups and form a worldwide vascular system. Finally, the world system of multilateral trade 
is examined in the light of figures of trade balances calculated for this purpose. 

(L.O.N.P. 1942.IIA.3) 172 pages paper bound 10/— $2x10 

doth bound 12/6 I2.75 


EUROPE’S TRADE 

A spedal study, accompanied by detailed statistical tables, of the trade of Europe before the 
outbreak of the war. Reviews the part played by Europe in the trade of the world; considers how 
far Europe was dependent upon external markets and to what extent these markets were depend- 
ent upon her; illustrates the commercial and general economic interdependence of ditoent parts 
of the continent, etc. 

(L.O.N.P. 1941.IT.A.1) 116 pages paper bound 5/- fug 

doth bound *tM S2.00 



COMMERCIAL POLICY IN THE INTERWAR PERIOD: INTERNA- 
TIONAL PROPOSALS AND NATJONAL POLICIES 

The first part of this study compares the commercial policies pursued in the interwar period 
with the recommendations made or the action agreed upon by conferences and other international 
bodies; the second part contains an analysis of the reasons for the frequent and striking discrep- 
ancy between proposals and policy and, in general, for the success or failure of specific recom- 
mendations made regarding tariffs, quotas, exchange control, M.F.N., preferential customs regimes 
and other aspects of commercial relationships. Finally, conclusions are drawn from this twenty 
years’ experience which have a close bearing on the projects concerning international trade in the 
future now under consideration among the United Nations.* 

(L.O.N.P. i 942.II»(V.6) 164 pages paper bound 7/6 $1.75 

COMMERCIAL POLICY IN THE POST-WAR WORLD 

Report of the Economic and Financial Committees 

A survey of the Committees’ experience in preparing for intergovernmental action to reduce 
obstacles to international trade and to secure equitable treatment for the commerce of all 
nations. A brief review is given of international action in the years 1920-39. This is followed 
by a discussion of the vital interdependence between the restoration of a world trading system 
and the achievement of higher standards of living and "full employment." Other problems dis- 
cussed concern customs unions and regional agreements, private trade restrictions (cartels), 
intergovernmental commodity regulation schemes and obstacles to the supply of raw materials. 
Conclusions are drawn and suggestions put forward as to the lines along which commercial 
policy should be directed in order to rebuild international trade. 

(L.O.N.P. 1945.II.A.7) 124 pages paper bound 5/- $1.25 

QUANTITATIVE TRADE CONTROLS: THEIR CAUSES 
AND NATURE 

The purpose of this short study, prepared by Professor Gottfried Haberler of Harvard Univer- 
sity in collaboration with Mr. Martin Hill of the League of Nations Secretariat, is to consider 
what were the forces that induced Governments to adopt quotas and other quantitative trade con- 
trols in the interwar period; what are the relative advantages and disadvantages of such controls 
compared with tariffs; whether, in the circumstances, such controls were the most suitable instru- 
ments; if so, why they were so generally condemned; if not, why they were so widely adopted; 
whether circumstances favourable to their adoption are likely to recur after the war and in that 
case, finally, what policies should be pursued. 

(L.O.N.P. 1943.II.A.5) 45 pages paper bound 2/6 $0.50 

TRADE RELATIONS BETWEEN TREE-MARKET AND 
CONTROLLED ECONOMIES 

This study by Professor Jacob Viner of the University of Chicago deals with the post-war 
problem of the trading relationships between countries which do and countries which do not 
subject their foreign trade to direct control. The problem is approached by an analysis of the 
difficulties with which countries maintaining a substantially free trading system were faced in the 
1930’s owing to the growth of quotas, exchange control and Government monopolies elsewhere. 
A critical appraisal of the attempts made to meet these difficulties leads to the formulation of 
constructive proposals for future ^licy. 

(L.O.N.P. 1943.IIA4) 92 pages paper bound 4/6 |i/)o 

ECONOMIC FLUCTUATIONS IN THE UNITED STATES 
AND THE UNITED KINGDOM, 1918-1922 

This volume is concerned with the problem of assuring the reemployment of men demobilized 
from the armies or munitions factories. As is stated in the last sentence of the volume, "the major 
problem of the transition from war to peace economy proved itself [in these two countries] to be 
not one of getting demobilized men ana machines reemployed, but one of the cyclical effects of the 
perhaps unavoidably bumpy nature of postwar pent-up demand." The work deals, consequently, 
rather with cyclical movements in economic activity than with the detailed proposals that were 
made to facilitate reemployment. 

(L.O,N.P. i94a.II.A.7) 102 pages 


paper bound 6/- f 1.50 



THE FUTURE POPULATION OF EUROPE AND 
THE SO^E^UNIONj 1940-1970 

This study, prepared Ipr the Leaglie Nations by Dr. Frank W. Notestein and associates 
of the Office of Population Research of Princeton University, gives detailed population projec- 
tions for each of 29 countries of Europe at s-year intervals from 1940-1970 and analyzes the 
future changes in each country on the basis of the generalized experience of past declines 
in fertility and mortality in Europe as a whole. 

Among the subjects covered are the effects of war on population size and structure, the ageing 
of the population in every European country, prospective changes in the labour force and in 
military manpower, the probable inaensiffcation in the competitive rdles of women as workers, the 
economic and social problems likely to be created by regional differences in population growth 
and in the relation of population to resources, etc. Special attention is given to the problems 
likely to arise in connection with future efforts to forestall population decline. 

(L.O.N.P. 1944.II.A.2) 315 pages paper bound ia/6 la.75 

cloth bound 15/- I3.50 

MODEL BILATERAL CONVENTIONS FOR THE PREVENTION OF 
INTERNATIONAL DOUBLE TAXATION AND FISCAL EVASION 

Second Regional Tax Conference of the Fiscal Committee, 

Mexico, D.F., July 1943 

This volume contains three co-ordinated model conventions covering the various aspects of 
international tax relations intended to serve as a basis in negotiating treaties between national 
tax authorities. The model conventions are accompanied by a Commentary which explains at once 
the economic, financial, legal, accounting and administrative considerations underlying their provi- 
sions, and the manner in which their clauses can be adapted to individual national tax legis- 
lations. 

(L.O.N.P. 1945.II.A.3) 86 pages paper bound 3/6 $1.00 

FOOD RATIONING AND SUPPLY, 1943/44 

This volume follows up and expands the pioneer study “Wartime Rationing and Consumption," 
published in 1942. It shows the rations of different foods in force in the late autumn of 1943 all 
over Europe and in other countries for which information is available; analyzes the level and 
composition of national diets, and compares wartime diets with standards of physiological 
requirements and with pre-war diets. The influence of wartime living and nutrition on public 
health is analyzed and the study concludes with a chapter on food supplies in the crop year 
i943/44» providing the background necessary to an understanding of changes in food consumption 
and of the future outlook, especially in regard to relief potentialities. 

(L.O.N.P. 1944.II.A.3) 101 pages paper bound 4/6 |i.oo 


MONEY AND BANKING 194^44 

Part I contains international summary tables showing currency composition and movements, 
Central and commercial bank assets, recorded central gold reserves, value of world gold produc- 
tion, cash ratios of commercial banks, indices of bank clearings, interest rates and value of 
currencies in U. S. cents. Part II contains individual balance-sheets of Central Batiks, and, for 
each country, aggregate balance-sheets and profit-and-loss accounts of commercial banks. The 
commercial oank returns are adapted to standard forms to facilitate international comparison. 

(L.O.N.P. 1945.II.A.1) 224 pages paper bound 12/6 '$2.50 

cloth bound 15/- $34X) 

STATISTICAL YEAR-BOOK OF THE LEAGUE OF NATIONS 194^/44 

(Seventeenth edition) (in the press) 

(L.O.N.P. 1945.II.A.5) about 300 pages bound 10/- 12.50 

cloth bound 12/6 $3.50 

MONTHLY BULLETIN OF STATISTICS (26th year) 

36 pages annual subsaiption (u numbers) £ijO,o 154)0 

single number t/9 
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